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Preface 

Americans  and  Canadians  share  more  than  a  common  boundary. 
Similarities  in  heritage,  language  and  prosperity  have  shaped  com- 
plementary world  views.  Extensive  cross-border  trade  and  travel,  kin- 
ship ties  and  a  mutual  commitment  to  democratic  institutions  have 
forged  cordial  and  enduring  bonds  of  friendship  between  the  two  coun- 
tries. Americans— and  Montanans  included— are  so  much  like  their 
Canadian  neighbors  that  it  is  sometimes  easy  to  overlook  the  differ- 
ences that  mark  the  two  countries  as  distinct  and  separate  entities. 

J.  Bartlet  Brebner  has  written:  "Americans  are  benevolently  ignorant 
about  Canada,  while  Canadians  are  malevolently  well  informed  about 
the  United  States."  This  asymmetry  in  views,  while  overstated,  prob- 
ably reflects  the  reality  that  the  U.S.  is  more  important  to  Canada  than 
vice  versa.  Nonetheless,  Canada  is  routinely  taken  for  granted  by 
Americans  although  it  is  at  once  the  most  loyal  ally,  greatest  trading 
partner  and  best  friend  to  the  United  States. 

Montanans,  even  more  than  other  Americans,  need  to  understand 
about  Canada  and  the  changes  Canada  is  undergoing.  Montana  is  the 
only  state  that  shares  a  border  with  three  vital  and  distinctive  Canadian 
provinces— Alberta,  British  Columbia  and  Saskatchewan.  Canada's 
future  rests  largely  in  the  vast  and  diverse  national  resources  of  its 
west;  growth,  prosperity  and  the  problems  attending  them  lie  at  Mon- 
tana's northern  doorstep. 

This  handbook  endeavors  to  fill  a  void  in  Montana's  capacity  to  under- 
stand and  relate  to  its  Canadian  neighbors.  State  government  does  not 
monitor  and  manage  Canadian  relations  on  a  comprehensive  and  syste- 
matic basis:  there  is  a  mismatch  of  need  to  know  and  resources.  Each  of 
the  neighboring  provinces,  in  contrast,  maintains  a  separate  depart- 
ment to  deal  with  intergovernmental  affairs,  while  Montana  does  not 
have  a  single  official  assigned  exclusively  to  Canadian  issues.  As  a 
result,  Montana  is  usually  forced  to  react  to  Canadian  issues  in  an  ad 
hoc,  intermittent  fashion. 


Part  I  is  a  primer  on  Canada  that  addresses  the  relevant  history,  govern- 
ment, economic  and  related  topics  of  general  concern.  It  provides  the 
background  and  context  for  decision  making.  Part  II  deals  with  ten 
specific  policy  sectors  that  are  usually  counterparts  to  areas  faced  by 
state  officials  in  natural  resources  and  human  services.  Part  III  turns  to 
examples  of  current  border  issues  and  outlines  broader  opportunities 
for  Montana.  The  handbook  closes  with  a  discussion  of  the  three  cate- 
gories of  relationships  open  to  these  neighbors: 

•  Management  and,  where  possible,  prevention  of  conflict  arising 
from  pollution  and  other  transboundary  impacts  of  natural 
resource  development: 

•  Promotion  of  common  objectives  such  as  increased  tourism  and 
cooperation  in  the  fields  of  education  and  research; 

•  Successful  competition  in  North  American  and  overseas  marketing 
of  similar  staple  products  such  as  coal,  timber  and  manufactured 
goods. 

This  handbook  is  intended  to  assist  the  many  state  officials,  spread 
throughout  state  government,  who  require  information  about  Canada 
in  the  performance  of  their  assigned  functions  but  who  do  not  make  the 
study  of  Canadian  institutions  and  affairs  their  priority.  These  officials 
will  be  able  to  put  themselves  in  the  shoes  of  their  Canadian  counter- 
parts to  understand  why  decisions  are  sometimes  made  that  do  not  con- 
form to  our  expectations  or  our  best  interests. 

"Sharing  the  49th  Parallel"  is  meant  to  be  only  an  introduction  to  Cana- 
dian relations-a  building  block  for  the  future  efforts  that  will  be 
necessary  to  confirm  our  links  to  Canada.  The  handbook  covers  a  great 
deal  of  ground  but  it  should  be  considered  a  starting  place  rather  than 
an  exhaustive  summary.  It  can  provide  an  overview  of  major  actors  and 
roles  and  suggest  where  the  user  can  go  for  further  information.  It  does 
not  presume  to  inform  experts  in  their  own  fields.  But  we  hope  the 
handbook  will  act  as  a  catalyst,  stimulating  Montana  interest  in  and 
awareness  of  Canada,  suggesting  to  readers  that  there  is  much  more  to 
be  learned  about  the  vast  horizon  beyond  the  Canadian  border.  State  of- 
ficials are  the  primary  audience  for  the  handbook,  but  it  should  prove 
valuable  to  business  persons,  the  media,  students,  interested  citizens 
and  community  leaders. 

The  world's  longest  undefended  border  is  far  more  than  a  trivia  ques- 
tion; it  is  a  sign  of  good  neighbors,  each  pursuing  a  North  American 
course  of  its  own  with  the  blessing  of  the  other.  Montana  accounts  for  a 
large  part  of  that  border  and  exemplifies  the  amity  of  the  past  and  the 
genuine  hope  for  continued  good  relations  in  "sharing  the  49th 
Parallel." 
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About  the  Institute 

The  49th  Parallel  Institute  is  a  center  for  research  and  outreach  located 
at  Montana  State  University,  a  land  grant  institution  of  1 1,000  students. 
It  was  approved  in  April  1983  by  the  Board  of  Regents  of  the  Montana 
University  System. 

The  institute  is  dedicatd  to  improving  mutual  awareness  and 
understanding  of  Canadian-American  border  issues  in  the  West.  The 
premise  of  the  institute  is  that  the  amicable  U.S.-Canada  border  rela- 
tions of  the  past  can  no  longer  be  taken  for  granted:  good  will  requires 
the  commitment  of  broadminded  persons  on  both  sides  of  the  border. 
The  institute  is  committed  to  the  belief  that  the  concerns  that  bind  the 
American  West  and  the  Canadian  West  are  stronger  than  the  problems 
that  could  divide  them. 

The  institute  hopes  to  reduce  the  frequency  of  the  belated  and  often  un- 
satisfactory ad  hoc  reactions  to  problems  that  turn  into  conflicts  or 
crises.  It  assumes,  as  well,  that  mechanisms  for  dealing  with  these  con- 
cerns can  evolve  within  the  West,  as  regional  responses  to  regional 
problems,  rather  than  being  handled  at  the  national  level.  The  institute 
can  help  both  the  American  and  Canadian  Wests  to  appreciate  their 
similar  identity  and  common  interests.  It  is  clear  that  each  region  can 
learn  from  the  experience  of  the  other  and  the  Institute  can  facilitate 
this  exchange. 

The  institute  takes  no  position  on  the  relative  merits  of  continentalism 
vs.  nationalism  in  North  America.  Rather,  its  neutrality  is  intended  to 
facilitate  a  two-way  communications  channel.  Sharing  the  49th  Parallel 
has  both  its  advantages  and  disadvantages:  the  institute  advocates 
neither  fortifying  nor  obliterating  the  49th  Parallel  but  only  under- 
standing the  realities  that  it  poses. 

The  49th  Parallel  Institue  combines  the  resources  of  state  government 
and  the  private  sector  as  well  as  the  Montana  University  System  of 
higher  education.  The  institute  pursues  several  types  of  activites  to  suit 
its  missions: 

•  Research 

•  Publications 

•  Conferences 

•  Mediation 

•  Teaching 

Office  of  the  Vice-President  for  Research,  Main  Hall,  Montana  State 
University,  Bozeman,  Montana  59717. 
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HISTORY 


Dates  and  Events 


1846  THE  OREGON  TREATY 

The  Convention  of  1818,  a  sequel  to  the  1814  Treaty  of  Ghent, 
established  the  49th  Parallel  as  the  Canadian-United  States  boundary 
from  the  Lake  of  the  Woods  in  Manitoba  to  the  crest  of  the  Rocky 
Mountains.  No  boundary  west  of  the  continental  divide  was  fixed  until 
1846,  when  the  Oregon  Treaty  extended  the  border  along  the  49th 
Parallel  to  the  Strait  of  Georgia  and  the  Pacific  Ocean.  The  treaty  con- 
cluded half  a  century  of  controversy.  The  Convention  of  1818,  renewed 
in  1827,  had  provided  for  joint  occupancy  by  British  and  American  na- 
tionals of  the  territory  between  the  42nd  and  54th  parallels  west  of  the 
Rockies  (the  Oregon  Territory),  with  one  year's  notice  required  for  ter- 
mination of  the  agreement.  Presidential  candidate  James  Polk  demand- 
ed the  whole  of  the  Oregon  Territory  for  the  U.S.  in  1844  and  pro- 
moted its  rapid  settlement  by  Americans,  but  he  later  accepted  a  com- 
promise influenced  by  the  adoption  of  mutually  beneficial  tariff 
policies  by  both  parties. 


1759  THE  BRITISH  CONQUEST 

•  After  winning  a  decisive  battle  on  the  Plains  of  Abraham  in  Quebec,  the 
British  gained  political  supremacy  in  North  America  at  the  expense  of 
the  French.  The  conquest  also  set  the  stage  for  Canada's  foremost 
political  drama:  the  conflict  between  the  English  majority  and  the 
French  minority. 

1776  THE  AMERICAN  WAR  of  INDEPENDENCE 

Rebellion  in  the  colonies  caused  large-scale  migration  of  loyal  British 
subjects  to  Upper  Canada  (southern  Ontario),  New  Brunswick  and 
Nova  Scotia.  These  e'migres,  called  United  Empire  Loyalists  |or  Tories), 
came  to  play  a  significant  role  in  the  shaping  of  the  Canadian  state  and 
its  counterrevolutionary  character. 

1812  WAR  and  INVASION 

Conflict  on  the  high  seas  between  British  and  American  naval  forces 
paralleled  battles  on  the  Great  Lakes  and  in  the  Ohio  Valley  between 
Canadian  and  American  forces  and  their  respective  Indian  allies.  Both 
sides  endured  the  suffering  and  humiliation  of  invasion,  with  American 
troops  advancing  as  far  as  York  (Toronto)  and  British  Canadians  setting 
fire  to  the  White  House  in  Washington.  The  war  ended  with  the  Treaty 
of  Ghent  in  1814,  which  required  each  side  to  give  up  occupied  ter- 
ritory in  the  other  country.  The  War  of  1812  stimulated  national  sen- 
timents on  both  sides  of  the  Canadian-United  States  boundary,  but  it 
had  a  deeper  and  more  lasting  effect  on  Canadians,  who  became  more 
confident  and  more  conscious  of  their  separateness  from  the  American 
republic. 


1867  CONFEDERATION 

The  British  North  America  Act  was  passed  by  the  British  Parliament, 
uniting  the  colonies  of  New  Brunswick  and  Nova  Scotia  with  Upper 
and  Lower  Canada  (which  later  became  Ontario  and  Quebec  respec- 
tively), and  setting  out  the  distribution  of  powers  between  the  federal 
Parliament  and  provincial  legislatures.  The  division  of  constitutional 
powers  reflected  strong  desires  to  avoid  the  pitfalls  of  the  American 
republic,  which  had  just  concluded  a  bloody  Civil  War;  hence  the  cen- 
tral government,  rather  than  the  provinces,  was  assigned  a  preeminent 
role  in  the  governing  of  Canada.  As  British,  and  not  Canadian  legisla- 
tion, the  BNA  Act  could  only  be  substantively  amended  by  the  British 
Parliament. 

1885  COMPLETION  of  the  TRANSCONTINENTAL 
RAILWAY 

After  immense  effort  and  some  financial  skulduggery,  the  Canadian 
Pacific  Railway  was  finished,  linking  the  West  Coast  colony  of  British 
Columbia  with  Central  Canada  and  the  Maritime  provinces,  and  fulfill- 
ing the  first  imperative  of  Prime  Minister  Sir  John  A.  MacDonald:  a 
"National  Policy  "  to  unite  the  provinces  and  counteract  the  natural 
tendency  toward  north-south  trade  and  economic  integration  with  the 
United  States.  The  railway  opened  up  the  Canadian  West  to  settlement 
and  a  vigorous  expansion  of  agricultural  trade  and  mineral  production. 

THE  METIS  REBELLION 

A  visionary  leader  of  the  mixed  French-Indian  Metis,  Louis  Riel, 
returned  from  exile  in  the  Montana  territory  of  the  U.S.  and  staged  a 


History 


rebellion  that  was  put  down  by  federal  troops.  Kiel's  subsequent  hang- 
ing served  to  rekindle  the  sense  of  French-Canadian  unity  in  Canada. 
This  event  severely  weakened  the  Conservative  Party's  support  in 
Quebec,  which  has  been  a  Liberal  Party  stronghold  ever  since. 


1903  THE  ALASKA  BOUNDARY  DISPUTE 

The  Alaska  boundary  dispute  concerned  century-old  maps  delineating 
the  ownership  of  various  harbors  along  the  Alaska  panhandle  that  were 
vital  for  access  to  the  interior.  The  dispute  intensified  after  gold  was 
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discovered  in  the  Yukon.  After  threatening  to  install  American  troops 
to  enforce  U.S.  claims,  President  Theodore  Roosevelt  agreed  to  leave 
the  final  decision  to  a  panel  of  jurists.  Canadians  were  furious  when  an 
English  judge  sided  with  three  Americans  and  outvoted  the  two  Cana- 
dian judges.  The  settlement  advanced  the  growth  of  Canadian  national 
feeling,  encouraged  English  and  French  Canadian  solidarity  (since  Bri- 
tain appeared  to  have  betrayed  the  interests  of  the  Dominion  colony], 
and  reinforced  Canadian  distrust  of  the  Yankees. 

1909  THE  BOUNDARY  WATERS  TREATY 

The  Boundary  Waters  Treaty  established  the  International  Joint  Com- 
mission, consisting  of  three  American  and  three  Canadian  members,  to 
study,  monitor,  and  settle  problems  involving  transboundary  water 
courses.  The  treaty  reflected  mutual  desires  to  maintain  amicable  rela- 
tions along  a  virtually  undefended  border  and  Canada's  recognition  of 
its  need  to  improve  its  capacity  to  conduct  foreign  relations  as  an 
autonomous  nation.  The  treaty  and  the  commission  have  enabled  the 
two  countries  to  work  out  agreements  on  water  quality  monitoring  in 
the  Great  Lakes  as  well  as  at  many  locations  along  the  49th  Parallel. 

1914  WORLD  WAR  I 

Canada's  entry  into  the  war  as  a  British  ally  caused  grave  resentment 
among  many  French  Canadians,  who  viewed  the  conflict  as  a  pointless 
struggle  between  foreign  imperialists.  Conscription  brought  the  issue  to 
a  crisis  level,  and  greatly  exacerbated  the  cultural  and  political  divi- 
sions between  French-speaking  and  English-speaking  Canadians.  The 
war  also  brought  social  change,  industrial  expansion  and  a  new  role  for 
Canada  in  world  affairs. 

1919  WINNIPEG  GENERAL  STRIKE 

The  six-week  strike,  led  by  35,000  workers  and  joined  by  20,000  non- 
union employees,  touched  off  a  widespread  labor  revolt  against  the 
government  and  large  industries.  The  strike  resulted  from  local 
grievances  and  anger  caused  by  the  inequities  and  privations  of  the 
wartime  economy.  Farmers  protested  wartime  induced  inflation  and 
broken  promises;  workers  rebelled  against  low  wages  and  unsanitary 
working  conditions  the  war  had  forced  upon  them  while  making  their 
employers  hefty  profits.  The  workers  were  defeated  by  concerted 
government  action  (federal  officials  feared  a  Bolshevik-type 
revolution),  but  farmers  continued  their  resistance  and  pressed  for  re- 
forms in  transportation,  grain  marketing  and  banking  by  launching  a 
new  farmer-labor  political  party  in  the  1920's. 
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1930  THE  GREAT  DEPRESSION 

The  Great  Depression  brought  with  it  drought,  dust,  joblessness,  pover- 
ty, the  abandonment  of  farms  and  the  establishment  of  work  camps. 
Social  unrest  produced  marches,  demonstrations,  riots  and  killings.  A 
spirit  of  reform  swept  the  West,  ranging  from  Communist  to  fundamen- 
talist demands  for  a  restructuring  of  economic  power  in  Canada.  The 
Cooperative  Commonwealth  Federation  (CCF)  was  launched  in  Regina, 
Saskatchewan  in  1933.  The  CCF  adopted  a  democratic  socialist  plat- 
form and  succeeded  in  implementing  a  number  of  historic  policy 
measures  like  universal  health  insurance  in  the  province  of  Saskat- 
chewan (the  CCF  later  became  the  national  New  Democratic  Party). 
The  Social  Credit  League  also  emerged  in  Alberta  as  a  potent  political 
force.  Depression  in  the  West  produced  political  efforts  to  overcome 
traditional  social  and  economic  alienation  from  Central  Canada. 

1931  THE  STATUTE  OF  WESTMINSTER 

Great  Britain  granted  formal,  legal  autonomy  to  the  Dominions,  in- 
cluding Canada  in  1931  with  the  Statute  of  Westminster.  Thereafter, 
the  Canadian  government  was  free  to  pursue  its  own  foreign  policy 
(though  in  practice  it  continued  to  side  with  Britain  on  most  issues  well 
into  the  1970s).  Because  the  provinces  could  not  agree  on  amending  the 
Constitution,  Canada  requested  that  the  BNA  Act  be  excepted  from  the 
terms  of  the  statute,  and  that  Britain  retain  the  authority  to  amend  the 
act. 
1937  AMERICAN  INVESTMENT 

The  level  of  U.S.  direct  investment  in  Canada  exceeded  that  of  Great 
Britain,  signalling  Canada's  stepping  out  from  Britain's  shadow  and  in- 
to that  of  the  United  States.  Some  historians  and  economists  mark  this 
period  as  the  beginning  of  Canada's  "silent  surrender  "  to  the  American 
business  empire  and  the  logic  of  branch  plant  continentalism  in  which 
multinational  firms  set  up  subsidiaries  in  Canada. 

1939  WORLD  WAR  II 

Canada  declared  war  on  Germany  shortly  after  Great  Britain  did. 
Prime  Minister  MacKenzie  King  cooperated  with  President  Roosevelt 
on  matters  concerning  the  defense  of  the  hemisphere  and  aid  to  Britain. 
In  1942  a  plebiscite  was  held  in  which  a  majority  of  voters  released  the 
government  from  its  pledge  not  to  declare  conscription;  this  failed  to 
avoid  a  crisis  like  the  one  touched  off  by  World  War  1.  Canada's  in- 
volvement in  the  war  again  brought  on  a  wave  of  industrial  growth  and 
enhanced  the  country's  role  and  prestige  in  world  affairs.  It  also  ex- 
panded relations  with  the  United  States,  which  led  to  joint  continental 
defense  programs  such  as  NORAD  and  a  defense  production-sharing 
agreement. 


1947  LEDUC  OIL  BONANZA 

The  discovery  of  oil  fields  in  Alberta  heralded  the  emergence  of  a  new 
Canadian  West,  with  vastly  expanded  horizons  of  wealth  and  power. 
Development  of  oil  and  gas  would  turn  out  to  depend  heavily  on 
markets  in  the  western  U.S. 

1949  NATO;  NEWFOUNDLAND 

Newfoundland,  which  had  refrained  from  cutting  its  colonial  tie  to  Bri- 
tain in  1867,  joined  the  Confederation  as  Canada's  tenth  and  last  prov- 
ince in  1949.  Canada  and  eleven  other  nations  signed  the  North  Atlantic 
Treaty  forming  a  military  alliance  to  counter  Soviet  military  power  in 
Europe.  Later,  in  the  1960s,  Conservative  Prime  Minister  Dicfenbaker 
(a  Westerner)  opposed  Canada's  acceptance  of  American  nuclear 
weapons.  Diefenbaker's  government  was  defeated  on  a  vote  of  no  con- 
fidence, and  the  Liberals  under  Lester  Pearson  gained  power. 

1964  QUIET  REVOLUTION; 
COLUMBIA  RIVER  TREATY 

Quebec's  insular.  Catholic,  tradition-bound  society  was  undergoing 
profound  change  by  1964,  including  unprecedented  economic  and 
social  reform.  The  province  was  rapidly  becoming  a  modern,  secular, 
political  community  with  a  positive  and  self-confident  outlook  on  the 
future— a  future  that  included  eventual  independence.  In  1964,  the 
United  States  and  Canada  signed  a  treaty  for  the  joint  development  of 
the  hydroelectric  power  sources  of  the  Columbia  River. 

1968-69  PIERRE  TRUDEAU  and  the  THIRD  OPTION 

Trudeau  was  chosen  to  lead  the  Liberal  Party  and  was  elected  Prime 
Minister  in  1968,  vowing  to  head  off  separatism  in  his  native  province 
of  Quebec  through  constitutional  reform  and  by  reducing  Canada's 
dependence  on  the  United  States.  A  foreign  policy  review  in  1969 
resulted  in  Trudeaus  choice  of  a  "Third  Option"  for  Canada  (the  first 
and  second  options  being,  respectively,  increased  economic  integration 
with  the  United  States  and  isolation  from  the  U.S.  and  the  world 
economy).  This  third  alternative  included  expanded  trade  and 
diplomatic  relations  with  the  European  Economic  Community,  Japan 
and  the  Third  World. 

1970-71  LOUGHEED  in  ALBERTA; 
the  NIXON  "SHOCK" 

Peter  Lougheed  became  the  Progressive  Conservative  Premier  in  Alber- 
ta, ushering  in  an  era  of  tough  bargaining  and  even  confrontation  be- 
tween the  provincial  government  and  federal  authorities  in  Ottawa. 
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Lougheed  and  Trudeau  quickly  became  ardent  opponents  of  each 
other's  policies  and  styles. 

President  Nixon  imposed  a  10  percent  surcharge  on  all  imports  to  the 
United  States  as  part  of  a  larger  package  of  economic  measures  aimed  at 
curbing  domestic  inflation  and  improving  the  balance  of  payments. 
Canadians  were  particularly  angered  and  surprised  by  this  move, 
because  the  volume  of  their  trade  with  the  U.S.  was  unmatched  in  the 
world,  and  because  Canada  had  been  exempt  from  such  policies  in  the 
past.  The  shock  injected  new  life  into  the  cause  of  economic  na- 
tionalists in  Canada,  who  had  long  been  arguing  against  their  country's 
heavy  dependence  on  trade  with  the  U.S. 

1973-74  OPEC 

The  steep  and  dramatic  rise  of  world  oil  prices  brought  on  by  the  OPEC 
cartel  vastly  increased  the  value  of  Western  Canada's  oil  and  gas 
deposits.  Alberta,  with  85  percent  of  the  country's  known  hydrocarbon 
resources,  quickly  became  richer,  more  powerful,  and  a  strong  magnet 
for  domestic  and  foreign  capital  investment.  Economic  development  in 
the  West  and  throughout  Canada  has  since  hinged  upon  resource  proj- 
ects, and  on  the  complex  arrangements  whereby  the  provinces  and  the 
federal  government  share  the  costs  and  benefits  of  exploration  and 
development. 

1976  PQ  VICTORY 

The  Parti  Quebe'cois  (PQ),  under  the  leadership  of  Rene'Levesque,  won 
the  majority  vote  in  a  Quebec  provincial  election  in  1976.  Its  platform 
included  advocacy  of  the  province's  eventual  separation  from  the  rest 
of  Canada. 

1979  CONSERVATIVE  INTERLUDE 

The  Progressive  Conservative  Party  gained  a  majority  in  the  federal 
Parliament  in  1979,  and  Joe  Clark,  an  Albertan,  was  chosen  as  Prime 
Minister.  Clark's  victory  was  short-lived,  however.  After  a  vote  of  no 
confidence  on  the  Conservative's  budget  (with  NDP  members  of  Parlia- 
ment playing  a  decisive  role  in  the  voting],  Clark  resigned  and  a  new 
election  was  held.  The  Liberals  won  and  brought  Pierre  Trudeau  out  of 
retirement  to  become  Prime  Minister  once  again.  One  of  the  most  con- 
troversial items  in  the  Conservative  budget  was  a  proposal  to  allow 
domestic  fuel  prices  to  rise  to  world  levels;  the  Liberals  consequently 
promised  to  retain  a  "made  in  Canada"  price  for  oil  products  and 
natural  gas.  Subsidization  of  domestic  prices  through  import  and  export 
taxes  continues  to  be  a  federal  policy. 


1980  REFERENDUM;  A 
CONSTITUTIONAL  AGENDA 

A  referendum  on  whether  the  PQ  government  should  enter  into 
negotiations  with  Ottawa  on  a  program  of  qualified  separation  (called 
sovereignty-association)  resulted  in  a  60  percent  vote  against  the  pro- 
posal. This  was  considered  a  major  setback  for  the  Parti  Quebe'cois, 
which  nevertheless  returned  to  power  in  a  subsequent  election  and  still 
controls  the  provincial  assembly. 

Prime  Minister  Trudeau  and  the  ten  provincial  premiers  met  in  Ottawa 
in  1980  to  establish  an  agenda  of  12  items  for  constitutional  negotiations 
among  themselves  and  for  the  patriation  of  the  Constitution  from  the 
United  Kingdom.  After  extended  discussions  and  repeated  meetings,  no 
agreement  was  reached.  The  Canadian  Minister  of  Justice  then  intro- 
duced a  resolution  in  Parliament  requesting  that  the  UK  Parliament 
enact  provisions  for  patriation,  the  coming  into  effect  of  an  amending 
formula,  and  the  entrenchment  of  a  Charter  of  Rights  in  the  Canadian 
Constitution.  This  step  was  regarded  by  most  provincial  premiers  as  an 
unwarranted  (and  illegal)  attempt  by  the  federal  government  to 
unilaterally  change  Canada's  constitutional  order.  Federal,  provincial 
and  Native  American  delegates  found  their  way  to  London  to  lobby  for 
their  respective  positions,  and  the  British  government  found  itself  in 
the  unenviable  and  unexpected  position  of  having  to  make  a  decision 
directly  affecting  the  internal  politics  of  another  sovereign  state. 

1980  THE  REAGAN  CHALLENGE 

Ronald  Reagan's  election  to  the  U.S.  Presidency  presented  a  different 
kind  of  challenge  to  Canada.  Vowing  to  cut  taxes,  reduce  public  spend- 
ing and  the  federal  deficit,  rearm  America  and  drastically  diminish 
government  intervention  in  the  economy,  the  Reagan  administration 
set  in  motion  a  number  of  policies  that  ran  counter  to  Canada's  interests 
in  pollution  control,  maritime  law  and  fishing  activities,  state- 
supported  economic  development  programs  and  expanded  export 
trade.  For  example  the  Carter  Administration  had  formally  agreed  to 
study  and  closely  monitor  acid  rain  in  Canada's  northeast  (as  well  as 
the  New  England  states):  the  official  memorandum  of  intent  signalled 
an  American  willingness  to  acknowledge  the  United  States'  respon- 
sibility for  cutting  back  particulate  discharges  from  coal-burning  power 
plants  in  the  Ohio  valley.  Reagan's  election  brought  a  halt  to  this  pro- 
gress, with  the  new  administration  only  committing  itself  to  further 
study. 
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1981  CANADA-ALBERTA  PRICING  AGREEMENT 

At  the  beginning  of  September  of  1981,  the  governments  of  Canada  and 
Alberta  reached  an  agreement  on  energy  pricing  and  revenue  sharing 
after  18  months  of  negotiations.  The  pact  allowed  prices  for  oil 
discovered  before  1981  to  increase  at  a  fixed  rate  (up  to  75  percent  of 
world  levels)  and  for  gradual  adjustment  of  prices  for  new  synthetic  oil 
and  new  conventional  discoveries  toward  world  prices.  In  return  for 
accepting  higher  prices,  the  federal  government  received  a  larger  share 
of  oil  revenues.  The  agreement  broke  a  deadlock  between  Alberta  and 
Ottawa  over  the  extent  of  federal  versus  provincial  powers.  Before  the 
agreement.  Premier  Lougheed  had  ordered  oil  production  cutbacks, 
thus  prompting  Prime  Minister  Trudeau  to  consider  using  declaratory 
powers  to  seize  Alberta's  oil  fields  in  the  national  interest.  The  agree- 
ment demonstrated  that  money  and  power  are  negotiable  within  the 
Canadian  federal  system  when  both  parties  respect  each  other's  rights 
and  prerogatives.  Similar  agreements  with  other  provinces,  notably 
Newfoundland,  are  expected  to  result  in  an  equitable  sharing  of  the 
benefits  of  offshore  energy  developments. 

1981  PATRIATION 

On  April  17,  Queen  Elizabeth  of  Great  Britain  proclaimed  the  patria- 
tion  of  Canada's  Constitution.  The  last  legal  vestige  of  Canada's 
political  subordination  to  Britain  ended  with  the  formal  adoption  by 
Canada  of  the  Constitution  Act  of  1981,  which  included  an  amending 
formula  and  the  Charter  of  Rights  and  Freedoms.  The  new  Constitution 
Act,  which  became  an  integral  part  of  Canada's  other  constitutional 
foundations  (notably  the  BNA  Act  of  1867),  sets  forth  in  the  Charter  a 
number  of  rights  that  had  previously  been  protected  only  by  statute. 
Patriation  symbolized  Canada's  arrival  at  the  forefront  of  independent 
nations,  and  the  ability  of  its  constituent  provinces  to  forge  a  political 
entity  capable  of  sustaining  its  federal  structure  through  negotiation 
rather  than  force.  Canada  remains  a  constitutional  monarchy,  recogniz- 
ing the  Queen  of  England  as  nominal  (but  separate  legal)  sovereign,  but 
the  British  Parliament  no  longer  has  any  say  in  Canada's  constitutional 
evolution. 

1982  NATIONWIDE  RECESSION 

Like  every  other  western  industrial  country,  Canada  suffered  from  low 
growth,  lagging  productivity,  high  interest  rates,  rising  unemployment, 
and  generally  declining  businesses  and  industries  in  1982.  The  social 
and  economic  strains  of  recession  prompted  the  federal  government  to 
issue  a  package  of  wage  guidelines  for  public  sector  workers,  a  move 
that  added  to  Prime  Minister  Trudeau's  precipitous  fall  from  public 
grace.  Economic  pressures  also  led  to  strikes  by  teachers,  hospital 


workers  and  other  public  employees  in  the  province  of  Quebec,  where 
the  Premier  responded  with  stern  rebukes  and  threats  of  retaliation 
against  worker  irresponsibility.  The  Canadian  economy  was  perceived 
by  most  observers  to  be  in  deep  trouble. 

1982-83  PROVINCIAL  ELECTIONS 
in  the  WESTERN  PROVINCES 

In  March  1982  Premier  Allan  Blakeney  of  Saskatchewan  called  an  elec- 
tion and  the  NDP  majority  was  overturned  in  an  upset  victory  by  the 
Progressive  Conservatives.  The  NDP  managed  to  keep  only  six  seats  in 
the  provincial  assembly.  The  major  issues  were  economic  and  the 
population  responded  to  the  increasing  severity  of  the  recession  by  re- 
jecting the  NDP's  quasi-socialist  policies  of  increased  intervention  in 
the  natural  resource  and  grain  marketing  sectors.  Grant  Devine,  the 
P.C.  leader  and  new  Premier  promised  to  restimulate  economic  growth 
in  the  province  by  selling  off  the  assets  of  several  of  the  major  Crown 
Corporations  and  declaring  a  tax  holiday  for  private  investors.  The 
complete  turnaround  signalled  a  profound  change  in  public  sentiment 
toward  the  efficiency  of  public  enterprise. 

Alberta's  Premier  Lougheed  called  a  provincial  election  late  in  the  year 
in  which  he  was  returned  to  office  by  an  overwhelming  majority  of 
voters.  The  election  came  at  a  fortuitous  moment  for  the  Conservatives; 
several  months  later  the  full  impact  of  the  recession  began  to  be  felt 
throughout  the  province.  Falling  oil  prices,  restricted  demand  for 
Alberta's  exports  and  a  surge  of  unemployment  produced  un- 
precedented deficits.  Alberta's  normally  buoyant  economy  began  to 
show  signs  of  a  slow  sinking  along  with  the  rest  of  Canada. 

Lougheed' s  reelection  preceded  the  resignation  of  Conservative  leader 
Joe  Clark,  hitherto  the  most  likely  opponent  of  the  Liberal  candidate  in 
the  next  federal  election  (which  must  be  held  before  1985).  While  the 
Premier  declined  taking  any  positive  step  toward  entering  the  Conser- 
vative leadership  contest,  a  number  of  people  inside  and  outside  the 
province  began  a  draft  Lougheed  movement.  While  it  is  conceivable 
that  Lougheed  may  someday  compete  for  the  national  leadership  posi- 
tion, every  indication  points  to  his  remaining  a  provincial  Premier  for 
at  least  the  next  five  years. 

In  British  Columbia,  the  opposition  NDP  (out  of  power  since  19'75) 
again  met  with  defeat  in  an  election  in  early  May,  1983.  Premier 
William  Bennett  and  his  Social  Credit  Party  have  encountered  many 
problems  pursuing  a  free-enterprise  oriented  economic  policy  in  the 
wake  of  heavy  public  investment  during  the  former  NDP  government 
and  in  the  face  of  a  severely  blunted  market  for  EC's  resources. 
Nevertheless,  Social  Credit  maintained  the  support  of  the  business 
community  and  retained  a  majority  of  seats  in  the  provincial  assembly. 


History 


AAAAm 


AD  MARE 


Western  Themes 


Canada's  history  is  ricti  in  detail,  and  details  seem  to  take  on  new  im- 
portance when  the  focus  narrows  to  a  region  rather  than  an  entire  coun- 
try. An  uncomplicated  approach  to  the  history  of  Western  Canada,  and 
one  that  distinguishes  it  from  more  detailed  histories  of  Canada  as  a 
whole  or  of  the  American  West,  is  through  reference  to  certain  themes 
that  portray  a  visible  pattern  of  historical  development.  Five  such 
themes  are  treated  in  this  section. 

1.  The  Closing  Frontiers  of  Empire 

2.  Railroads  and  Immigrants 

3.  Harvests  of  Nature  and  Bitterness 

4.  Oil  Wealth  and  Political  Power 

5.  Western  Alienation 

The  general  picture  to  be  derived  from  this  succession  of  themes  is  one 
of  ordered,  incremental  expansion.  A  continual  increase  in  population, 
wealth,  and  prestige  has  not,  however,  always  been  a  smooth  one. 
There  have  been  long  and  painful  periods  when  the  Canadian  West's 
vitality  was  all  but  sapped  by  depression  and  drought.  Today,  yet 
another  formidable  challenge  to  Western  Canada's  heightened 
economic  expectations  looms  large  on  the  horizon:  plummeting  world 
prices  for  petroleum. 

Despite  such  problems,  the  West  has  always  remained  a  storehouse  of 
promise  and  potential  for  Canada.  Western  development  is  in  many 
respects  the  prerequisite  for  Northern  Canada's  development  and  it  is 
an  indispensable  component  of  Canada's  economic  and  political  stabili- 
ty. Discussing  the  theme  of  Western  alienation— meaning  estrangement 
from  the  federal  government  and  resentment  toward  its  traditional  pro- 
tection of  Central  Canada's  manufacturing  industries— is  not  intended 
to  suggest  that  alienation  is  the  strongest  sentiment  alive  in  Western 
Canada   today.   Most   Westerners,   despite  their  occasionally   harsh 
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remarks  about  Quebec  and  open  disaffection  for  Prime  Minister  Pierre 
Trudeau,  are  nonetheless  devoted  to  Canada's  survival  as  a  bilingual, 
multicultural  and  independent  state,  or  at  least  this  sentiment  can  be 
surmised  from  the  paucity  of  political  support  Western  separatist  par- 
ties have  received  to  date. 

One  thing  is  certain:  the  balance  of  power  within  the  Canadian  Con- 
federation has  changed  rather  dramatically  over  the  past  century  in 
favor  of  the  West.  No  longer  the  unpeopled  margins  of  an  economic 
empire  spawned  by  Britain  and  exploited  with  unrelenting  vigor  by 
companies  from  the  United  States,  the  Western  provinces  are  today  a 
treasury  of  Canadian  resource  wealth  and  the  primary  locus  of  new  in- 
dustrial activity  in  Canada. 


THE  CLOSING  FRONTIERS  of  EMPIRE 

The  British  victory  over  the  French  at  Quebec  in  1759  concluded  a  cen- 
tury of  conflict  for  territory  and  the  economic  benefits  of  the  fur  trade 
in  North  America.  New  France  was  reduced  to  the  status  of  a  captured 
colony,  and  Britain  began  to  consolidate  its  power,  only  to  encounter 
organized  rebellion  in  the  American  colonies  in  1775.  At  the  conclusion 
of  the  war,  nearly  one-third  of  the  colonists  migrated  northward  to 
Canada,  most  of  them  wishing  to  remain  loyal  to  the  British  Crown,  the 
remainder  looking  for  new  lands  to  farm.  British-American  relations  on 
the  continent  remained  tense  and  unsettled  until  the  War  of  1812  ended 
and  territorial  boundaries  become  more  securely  established  by  treaty. 

In  the  West,  organized  trading  companies  had  replaced  the  adven- 
turous French  "coureurs  de  bois"  (runners  of  the  woods).  The  North- 
west Company,  established  by  English-speaking  merchants  from  Mon- 
treal in  the  late  18th  century,  had  amassed  fortunes  from  gathering  furs 
from  the  Indians  at  small  trading  posts  for  sale  abroad.  Profits  were  in- 
vested in  banks,  railways,  shipping  companies  and  insurance  com- 
panies. In  1822,  the  NorthWest  Company  merged  with  the  Hudson's 
Bay  Company  and  for  several  decades  regular  contact  between  Canada 
proper  and  the  West  all  but  ceased,  with  the  bulk  of  furs  exiting  the 
frontier  areas  through  northern  water  routes  and  the  Pacific  Coast.  By 
the  1850's,  however,  a  swelling  population  and  concern  for  American 
expansionism  revived  Canadian  interest  in  the  West.  Shortly  after  Con- 
federation in  1867,  Canada  purchased  Rupert's  Land  (the  Northwestern 
prairies)  from  the  Hudson's  Bay  Company  and  entered  into  negotia- 
tions with  British  Columbia  (then  a  separate  colony)  to  establish  a  for- 
mal transcontinental  political  link. 

A  rebellion  broke  out  in  1869.  The  inhabitants  of  the  Red  River  settle- 
ment, led  by  Metis  lawyer  Louis  Riel,  objected  to  the  annexation  of 


their  territory  by  Canada  without  prior  consultation.  Demands  for  pro- 
vincehood  were  met  in  1870  with  the  creation  of  Manitoba. 

The  federal  government  in  Ottawa  wanted  to  maintain  exclusive 
powers  over  Western  development,  and  denied  Manitoba  authority 
over  its  land  and  resources.  Anxious  to  avoid  an  Indian  war  while  at  the 
same  time  determined  to  clear  large  tracts  of  land  of  its  indigenous  peo- 
ple, the  government  established  a  treaty  and  reserve  system  that  moved 
the  Indian  bands  (severely  weakened  by  the  decline  of  the  buffalo 
herds)  onto  designated  reservations  and  compelled  them  to  surrender 
title  to  their  ancestral  lands.  The  Northwest  Mounted  Police  were 
dispatched  to  maintain  order  and  ensure  the  safety  of  new  settlers. 

Another  armed  conflict  erupted  in  1885.  M^tis  and  whites  alike  were 
sorely  angered  by  federal  control  over  land,  by  the  railroad  monopoly, 
and,  in  the  case  of  the  mixed-race  (French  and  Indian)  Me'tis,  the 
absence  of  a  legal  claim  to  their  farms.  Louis  Riel  was  summoned  from 
exile  in  Montana  to  unite  the  disaffected  groups  in  opposition  to  Ot- 
tawa. Riel  had  become  a  visionary,  and  believed  God  had  chosen  him 
to  free  the  Me'tis  from  bondage.  White  settlers  broke  away  from  Riel's 
leadership,  so  the  Metis  were  left  to  face  7,000  federal  troops  on  their 
own.  Defeat  was  inevitable,  and  Riel  was  hanged  for  treason  at  Regina, 
Saskatchewan.  Thereafter,  resistance  to  federal  powers  had  to  be  ex- 
pressed through  political  and  nonviolent  means,  and  the  Northwest 
frontier  was  opened  to  new  settlers  from  the  East. 

RAILROADS  and  IMMIGRANTS 

The  completion  of  the  Canadian  Pacific  Railway  in  1885  fulfilled  a 
promise  the  federal  government  had  made  to  British  Columbia  upon  its 
entry  into  Confederation  in  1871.  It  also  provided  an  essential  compo- 
nent to  Sir  John  A.  MacDonald's  National  Policy  for  Canada's  economic 
growth.  The  railroad  served  as  the  conduit  for  immigrants  arriving  on 
Canada's  eastern  shores  and  formed  the  basis  for  business,  industry, 
the  grain  trade  and  social  life  in  the  West. 

Immigrants  from  all  over  the  world  made  their  way  to  Canada  during 
the  1880s  and  1890s.  Most  came  to  stay,  settling  on  new  farms  and  into 
various  trades,  although  many  of  the  Chinese  and  Italians  who  worked 
in  the  coal  and  hardrock  mines  of  Alberta  and  British  Columbia  earned 
as  much  money  as  they  could,  then  returned  to  their  native  countries. 
The  Conservative  government  in  Ottawa  was  mainly  interested  in 
British  and  American  immigrants,  but  when  the  Liberals  under  Prime 
Minister  Wilfred  Laurier  gained  power  federal  authorities  took  steps  to 
attract  Eastern  European  and  Southern  European  settlers  as  well. 
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The  Canadian  Pacific  Railroad  set  aside  a  portion  of  its  rolling  stock  as 
colonist  cars,  supplied  with  only  the  most  rudimentary  services  and  re- 
ceiving the  railroad's  lowest  priority  after  passenger  cars  and  freight. 
Many  of  the  Germans,  British,  Russians  and  Scandinavians  who  ar- 
rived by  ship  had  purchased  steerage  tickets  which  included  train  fare 
to  the  West  on  these  cars  from  Montreal,  Saint  John  or  Halifax. 

A  worldwide  depression  was  coming  to  an  end  in  the  1890's,  and  many 
thousands  of  colonists  were  eager  to  take  up  residence  in  frontier  areas 
in  order  to  escape  their  poverty.  The  Canadian  government  successful- 
ly exploited  the  situation  by  advertising  the  virtues  of  Canada  to  attract 
a  sizeable  proportion  of  the  farmers  looking  for  a  new  place  to  settle. 
For  many  Americans,  Canada  represented  the  "Last  Best  West"  since 
an  era  of  free  land  for  settlement  in  the  United  States  was  over.  Well 
over  half  a  million  people  moved  northward  into  Alberta  and  Saskat- 
chewan to  take  advantage  of  free  farmland  and  fresh  opportunities  to 
build  new  communities.  American  immigrants,  like  their  European 
counterparts,  brought  with  them  a  different  set  of  political  ideas  and 
social  practices  than  that  which  had  developed  in  Central  Canada,  and 
this  influx  of  "foreign"  tastes  and  preferences  has  had  a  lasting  impact 
on  the  general  character  of  Western  Canadian  attitudes. 

By  1911  population  in  the  Western  provinces  had  soared  from  five 
million  to  seven  million.  Annual  wheat  production  rose  from  56,000 
bushels  to  200,000  bushels  in  a  single  decade.  Another  wave  of  immi- 
grants spread  across  the  West  after  the  First  World  War,  many  finding 
work  in  the  burgeoning  lumber  industry,  new  pulp  and  paper  mills, 
hydroelectric  construction  projects  and  mines  in  British  Columbia.  The 
filling  up  of  the  vast  Western  prairies  and  forested  regions  with  such  a 
diverse  array  of  peoples  was  not  the  sort  of  settlement  pattern  first  en- 
visioned by  Canada's  federal  leaders;  they  had  hoped  for  a  more 
homogenous  population.  But  the  railroads  did  serve  their  intended  pur- 
pose by  uniting  the  Atlantic  and  Pacific  coasts  and  providing  the  basic 
infrastructure  for  economic  growth. 

HARVESTS  of  NATURE  and  BITTERNESS 

With  the  arrival  of  immigrants  and  the  expansion  of  Western  railways, 
economic  activity  accelerated  rapidly.  In  British  Columbia,  coal  and 
metal  mining  operations  flourished.  Coal  mines  also  opened  up  in 
Alberta  and  Saskatchewan.  Despite  this  growth  in  resource  production, 
however,  the  West  was  dependent  on  and  acutely  vulnerable  to  deci- 
sions made  in  Ontario  and  Quebec.  At  that  time  the  federal  government 
controlled  all  conservation  and  leasing  on  public  lands.  The  govern- 
ment sought  ways  to  keep  fuel  prices  low  in  Central  Canada  because 
most  of  its  constituents  lived  in  that  region.  One  measure  particularly 
resented  by  Westerners  was  the  importation  of  cheap  coal  from 


Pennsylvania.  The  market  for  Western  coal  was  constantly  in  disarray, 
and  the  antipathy  felt  by  many  miners  and  their  families  toward 
Easterners— accentuated  by  the  deaths  caused  by  frequent  explosions 
in  the  mines— gradually  found  means  of  political  expression. 

Meanwhile,  wheat  production  soared.  One  hundred  million  bushels  of 
surplus  grain  were  available  for  export  by  1914.  But  farmers  soon 
learned  that  the  rewards  for  their  strenuous  labor  were  paltry  com- 
pared to  the  profits  gained  by  the  railroad  and  the  grain  merchants  to 
whom  the  CPR  granted  a  monopoly  on  storage  facilities  and  marketing 
operations.  The  prairie  economy  was  overwhelmingly  dependent  on 
wheat,  and  the  grain  growers'  incomes  were  subject  to  fluctuating 
world  price  levels  and  the  manipulations  of  Eastern-based  monopolists 
and  their  merchant-banker  cohorts  in  the  cities.  In  addition,  the  tariff 
imposed  under  the  "National  Policy  "  meant  that  Westerners  had  to 
pay  higher  prices  for  the  implements  and  other  manufactured  goods 
shipped  from  Central  Canada.  World  War  I  created  short-term  grain 
shortages  and  forced  prices  up,  but  the  end  of  the  war  brought  sharp 
declines.  Despite  farmers'  pleas  for  grain  traffic  regulation  and  publicly 
owned  marketing  organizations,  the  government  refused  to  intervene 
after  1920.  The  stage  was  set  for  economic  catastrophe. 

The  Great  Depression,  known  in  Western  Canada  as  "the  Dirty  Thir- 
ties," caused  great  misery  and  spawned  several  reform  movements  that 
were  to  have  a  lasting  impact  on  Canadian  politics.  The  prairies  became 
deserts  because  of  incessant  winds  and  the  lack  of  rain.  Many  farms 
had  to  be  abandoned,  adding  to  the  poverty  of  the  sparsely  populated 
countryside.  The  ranks  of  unemployed  workers  in  Western  Canada's 
cities  and  towns  swelled  enormously.  Welfare  was  not  popular;  most 
people  still  employed  disparaged  the  concept  of  direct  payments  to  the 
jobless  and  favored  less  generous  make-work  programs  of  public 
assistance.  The  conflicts  between  different  segments  of  society— rich 
versus  poor,  employed  versus  unemployed,  workers  versus  bosses, 
rural  versus  urban— became  more  embittered  as  conditions  grew 
worse.  Almost  every  social  group  in  the  West  put  most  of  the  blame  for 
its  distress  on  Eastern  profiteers  and  their  protector,  the  federal  govern- 
ment. 

In  British  Columbia,  provincial  boards  established  work  camps  situated 
far  from  major  population  centers  and  then  turned  them  over  to  federal 
authorities.  As  the  numbers  of  disaffected  workers  in  these  camps 
grew,  so  did  their  agitation  with  the  government's  inability  (and  ap- 
parent unwillingness)  to  turn  the  economy  around  and  allow  them  to 
rejoin  their  families  and  communities.  Thousands  boarded  freight  cars 
for  Ottawa  to  launch  a  massive  protest.  The  Great  Trek,  as  it  was 
called,  stopped  in  Regina,  Saskatchewan,  where  a  major  riot  broke  out. 
Local  and  federal  officials  successfully  scattered  the  trekkers,  but  they 
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could  hardly  assuage  the  hostility  that  many  people  felt  toward  the  re- 
gime in  Ottawa. 

In  1932  the  Cooperative  Commonwealth  Federation  |CCF)  was  formed 
in  Saskatchewan,  bringing  together  farmers  and  factory  workers  to 
work  out  a  new  system  of  government  and  oppose  the  economic  power 
wielded  by  the  railroad  monopoly,  the  grain  elevator  companies,  banks 
and  Eastern  corporations.  The  CCF  was  composed  of  conservative  peo- 
ple made  radical  by  the  experience  of  the  depression  and  inspired  by 
Protestant  affirmations  of  the  social  gospel.  The  Regina  Manifesto,  a 
sort  of  expanded  party  platform  contrived  in  1933,  called  for  the  na- 
tionalization of  the  railroads,  public  utilities  and  banks:  it  was  a  strik- 
ingly anti-capitaUst  document  that  clearly  expressed  the  alienation  of 
Western  farmers.  After  winning  a  succession  of  provincial  elections 
between  1944  and  1961,  the  CCF  evolved  into  Canada's  third-largest 
national  political  party,  the  New  Democratic  Party  (NDP|. 

Another  religion-based  reform  movement  sprang  up  in  Alberta  under 
the  leadership  of  William  Aberhart,  a  fundamentalist  preacher  who  ad- 
vocated the  issuance  of  provincially  coined  currency  to  alleviate  the 
critical  shortage  of  consumer  demand  caused  by  the  Depression.  This 
Social  Credit  Party  (or  Socreds,  as  they  were  called)  failed  to  overcome 
the  practical  and  constitutional  obstacles  to  a  provincial  program  of 
monetary  policy,  but  it  remained  a  potent  political  force  in  Alberta  (and 
later  British  Columbia]  for  many  years. 

While  the  CCF  and  Socreds  maintained  quite  different  approaches  to 
economic  development— the  former  advocating  democratic  socialism, 
the  latter  favoring  small  over  big  businesses— they  posed  similar 
challenges  to  the  status  quo  in  Canada  and  enhanced  both  the  political 
prestige  and  economic  self-confidence  of  the  Western  provinces.  Subse- 
quent harvests  of  resource  wealth  and  embittered  memories  of  the  De- 
pression era  would  have  serious  ramifications  for  both  the  region  and 
Canada  as  a  whole. 

OIL  and  POWER 

The  first  commercial  oil  well  in  Western  Canada  blew  in  north-central 
Alberta  in  1947.  Many  discoveries  followed,  and  the  healthy  postwar 
economy  steadily  increased  demand  for  petroleum  products 
throughout  Canada.  Oil  and  gas  pipelines  constructed  during  the  1950s 
and  1960s  linked  rich  fields  in  British  Columbia  and  Alberta  with 
energy  hungry  cities  in  the  West,  the  United  States  and  the  province  of 
Ontario.  Oil  was  rapidly  becoming  the  basic  source  of  economic  growth 
in  the  Canadian  West. 

Provincial  ownership  of  natural  resources  meant  a  huge  increase  in  the 
revenues  gained  from  taxes  and  royalties  on  oil  and  gas  production.  As 


national  (and  continental)  demand  for  energy  continued  to  grow,  and 
estimates  of  the  West's  hydrocarbon  resource  potential  grew  with  it, 
the  relative  importance  of  Alberta,  Saskatchewan  and  British  Columbia 
grew  enormously  in  the  Confederation.  The  rise  of  OPEC  and  the 
revelation  that  estimates  of  Canada's  total  domestic  fuel  reserves  had 
been  grossly  optimistic  further  accelerated  Alberta's  emergence  as  a 
linchpin  province  in  the  national  economy.  Fiscal  relations  between  Ot- 
tawa and  Alberta  became  increasingly  quarrelsome  in  the  1970s,  with 
the  province  eager  to  guard  its  windfall  and  the  federal  government 
equally  desirous  of  resource  revenues  to  offset  its  ballooning  deficit. 
This  contest  of  wills  and  arguments  over  the  powers  given  each  layer  of 
government  under  Canada's  federal  system  continue  to  this  day. 

One  of  the  measures  taken  by  the  Western  provinces  to  protect  their 
rapidly  swelling  coffers  was  to  create  trust  funds  immune  from  taxation 
and  federal  regulation.  Alberta's  Heritage  Fund  had  collected  over  $11 
billion  by  1980.  A  variety  of  loan  and  investment  programs  have 
established  a  sizeable  proportion  of  this  money  to  residents  and 
businesses  within  the  province,  as  well  as  to  other  provincial  govern- 
ments, but  the  major  portion  of  the  fund  is  reserved  for  use  by  future 
generations  that  will  inherit  provincial  lands  whose  economic 
resources  are  all  but  exhausted.  British  Columbia  and  Saskatchewan 
have  also  set  up  heritage  funds,  although  they  operate  on  a  smaller 
scale. 

Alberta's  fund  has  been  the  target  of  much  criticism  from  within  and 
outside  the  province,  but  most  Albertans  seem  to  agree  that  the 
Heritage  Fund  concept  is  just  and  reasonable,  and  that  resource 
revenues  are  the  key  to  future  prosperity  and  autonomy  from  the  dic- 
tates of  federal  economic  policy.  The  Heritage  Fund  has  also  been  a  key 
factor  in  the  Progressive  Conservative  Party's  success  in  remaining  the 
majority  party  in  the  provincial  assembly. 

The  prospect  of  ever-increasing  world  prices  for  petroleum  and  the 
widespread  acknowledgement  of  the  need  to  diversify  the  Western  pro- 
vinces' resource-based  economies  have  stimulated  interest  in  oil-sands 
and  tar-sands  development.  A  concurrent  shortage  of  natural  gas  in  the 
United  States  (as  well  as  continued  federal-provincial  clashes)  also  en- 
couraged interest  in  the  export  of  Alberta  and  B.C.  gas  to  the  U.S.  Until 
the  oil  glut  in  1982-83,  trends  boded  well  for  both  the  West  and  the 
federal  government.  Large  oil-related  projects  would  not  only  provide 
Canada  with  greater  energy  self-reliance,  but  the  demand  for  heavy 
machinery,  new  roads,  pipeline  and  construction  equipment,  housing 
and  other  manufactured  goods  would  spur  the  Western  regional 
economy's  diversification  and  provide  much  of  the  infrastructure  need- 
ed to  expand  exploration  and  development  in  the  far  North.  While  the 
federal  government  tried  to  compel  Alberta  to  sell  its  gas  in  Eastern 
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Canadian  markets  (at  regulated  prices)  rather  than  expand  its  exports, 
the  opportunity  to  tax  gas  exports  provided  the  federal  government 
with  another  expectation  of  enhanced  revenues.  The  current  oil  glut 
has  replaced  the  optimism  of  all  parties  with  a  heightened  sense  of 
despair. 

WESTERN  ALIENATION 

A  sense  of  cumulative  frustration  pervades  the  political  consciousness 
of  Western  Canadians  today.  The  citizens  of  Saskatchewan,  Alberta  and 
British  Columbia  have  an  inherited  distrust  and  disdain  for  the  concen- 
tration of  people,  power,  money  and  political  clout  in  the  East. 
Westerners  suffer  economic  frustration  because  much  of  the  wealth 
created  in  the  West  is  still  controlled  by  corporations  in  Toronto  and 
federal  bureaucrats  in  Ottawa;  their  political  impotence  stems  from  the 
fact  that  federal  elections  are  still  determined  by  voters  in  Ontario  and 
Quebec.  Canada  is  the  only  democratic  federal  system  in  the  world 
where  the  regions  with  the  largest  populations  dominate  both  houses  of 
the  national  legislature. 

While  much  of  the  ire  many  Albertans  today  feel  toward  Ottawa  is 
directly  related  to  recent  energy  policy  decisions  and  current  controver- 
sies concerning  revenue  sharing,  the  roots  of  alienation  from  the  central 
government  are  historic.  The  prairies  were  a  colony  under  federal  con- 
trol until  1905;  they  remained  in  a  quasi-colonial  state  of  submission 
and  dependency  until  World  War  II.  The  resources  of  the  three  prairie 
provinces  remained  in  federal  hands  until  1930,  and  even  after  owner- 
ship was  legally  transferred  controversy  over  production  rates  and 
relative  shares  of  the  revenues  gained  from  production  continued  to 
plague  intergovernmental  relations. 

Western  alienation  is  more  than  a  social  inheritance;  it  reflects  a  deep- 
seated  cultural  attitude  that  has  as  one  of  its  major  psychological  com- 
ponents a  profound  disinterest  in  Quebec  and  the  lot  of  French- 
speaking  Canada.  Bloated  financial  reserves  have  made  the  Western 
provinces  more  confident  and  more  isolationist  in  their  relations  with 
the  rest  of  Canada;  they  have  less  need  for  financial  assistance  and 
more  interest  in  defying  the  claims  of  the  federal  government.  While 
Westerners  have  not  shown  much  concern  for  ethnic  and  linguistic  pro- 
blems, separatism  in  Quebec  has,  to  a  certain  extent,  inspired  some 
Westerners  to  declare  a  similar  ambition  to  split  from  Canada  and 
either  form  an  independent  nation  or  join  the  U.S. 

The  Western  separatist  movement  has  made  most  of  its  headway  in 
Alberta  and  British  Columbia.  The  nascent  Western  Canada  Concept 
Party  has  attracted  many  disgruntled  businessmen  and  industrialists 
who  are  fed  up  with  federal-provincial  bickering  and  contemptuous  of 


the  Liberal  Party's  statist  (or  quasi-socialist)  approach  to  governing 
Canada.  One  of  the  more  sober  reforms  advocated  by  WCC  and  in- 
dependent candidates  is  an  elected  federal  Senate  that  would  defend 
the  less  populated  regions  against  exploitation  by  the  two  Central  Cana- 
dian provinces.  There  is  widespread  feeling  that  the  West  lacks  suffi- 
cient representation  in  Parliament,  and  that  federal  leaders  are 
unresponsive  to  Western  concerns.  Surveys  taken  in  Western  Canada 
in  1980  showed  that  85  percent  of  the  people  polled  felt  that  Western 
Canada  was  generally  ignored  in  Ottawa;  28  percent  felt  that  there 
were  so  few  benefits  to  remaining  in  Canada  that  they  may  as  well  go  it 
alone.  Still,  a  full  90  percent  of  the  people  sampled  said  they  wanted  to 
remain  part  of  Canada  instead  of  joining  the  United  States  or  setting  up 
an  independent  state.  The  separatist  movement  in  the  Canadian  West 
remains  nebulous  and  unfocused,  and  it  is  unlikely  to  generate  much 
serious  interest  in  the  future.  Devotion  to  Canada  or  fear  of  the  conse- 
quences of  separation  does  not,  however,  alter  the  basic  alienation,  and 
Canada  is  certain  to  remain  an  unsettled  (if  not  unstable)  country  unless 
Western  voters  perceive  an  improvement  in  federal  image  and  policies. 
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GOVERNMENT  PRINCIPLES 


To  agree  to  disagree,  to  harness  diversity,  to  respect  dissent;  perhaps  this 
is  the  real  essence  of  Canada 

Robert  L.  Perry 


Americans  may  be  surprised  to  learn  that  democracy  flourishes  under 
constitutional  arrangements  different  from  those  in  the  U.S.  An  appre- 
ciation of  the  nature  of  the  differences  among  democratic  governments 
can  be  gained  by  examining  the  Canadian  constitutional  system  and  the 
place  of  the  provinces  in  that  system.  The  Canadian  political  system 
can  seem  to  be  relatively  easy  for  Americans  to  learn  about  because  of 
the  existence  of  important  parallels  with  the  U.S.  system.  Merely 
casual  observation  will  fail,  however,  to  reveal  the  significant  distinc- 
tions that  also  exist.  One  useful  way  of  uncovering  these  is  to  start  with 
familiar  features  of  the  U.S.  system  and  then  compare  those  of  Canada. 

Both  governments  are  called  constitutional  systems  but  the  U.S.  is  a 
limited  republic  and  Canada  has  its  origins  as  a  limited  monarchy.  Each 
is  categorized  as  a  representative  democracy,  but  the  U.S.  has  a  checks- 
and-balances  (or  presidential)  system  while  Canada  uses  a  parliamen- 
tary (or  cabinet)  system.  The  U.S.  has  maintained  a  two-party  system 
and  Canada  has  developed  a  multi-party  system.  The  U.S.  is  called  a 
federation  and  Canada  is  labelled  a  confederation,  although  the  dif- 
ferences are  in  degree  rather  than  kind. 

Some  features  of  the  present  Canadian  government  are  traceable  to 
periods  of  French  settlement,  British  rule  and  continental  coexistence 
with  the  United  States.  Like  Americans,  Canadians  enjoy  the  basic 
freedoms  of  the  "free  world."  Also,  like  Americans,  Canadians  have 
inherited  the  English  common  law,  which  influences  their  present-day 
legal  system.  Canada's  political  system  is  conservative  and  evolu- 
tionary compared  with  the  U.S.,  which  is  regarded  as  radical  with 
revolutionary  origins.  The  peaceful  separation  of  Canada  from  Great 
Britain  is  the  most  important  factor  in  explaining  the  differences  be- 
tween Canada  and  the  U.S.  It  accounts  directly  for  the  retention  of  the 
British  parliamentary  system  and  accounts  indirectly  for  the  nature  of 
the  federalist  division  of  powers  Canada  adopted.  Parliamentarianism 
and  federalism,  therefore,  are  the  two  chief  features  of  the  Canadian 
political  system  bearing  further  examination. 


Federalism:  National  and 
Regional  Governments 

Canada  and  the  U.S.  are  among  the  dozen  or  so  nations  classified  as 
federations.  Federation  is  a  hybrid  government  that  is  the  exception 
rather  than  the  rule  in  democratic  societies.  Usually,  federations  suit 
countries  that  have  large  territories  containing  distinctive  regions  and 
accommodating  peoples  of  diverse  backgrounds. 

Federation  eludes  concise  definition.  One  approach  defines  federation 
as  two  layers  of  government  encompassing  the  same  land  and  people. 
Each  layer  has  at  least  one  sphere  of  jurisdiction,  usually  guaranteed  by 
the  constitution.  The  national  government  in  Canada,  sometimes  called 
the  Dominion,  is  located  in  Ottawa.  The  regional  layer  consists  of  ten 
provincial  governments. 

The  significance  of  federalism  is  that  the  majority  rule  principle 
operates  at  two  levels.  Some  decisions  are  made  by  the  majority  in  the 
nation  as  a  whole  and  are  binding  on  those  people  in  the  minority.  But 
this  same  minority  may  be  the  majority  within  a  given  province  where 
it  can  pass  laws  on  matters  that  fall  under  the  jurisdiction  of  the  prov- 
inces. Federalism  is  a  compromise  of  "dual  sovereignty"  that  gives  ex- 
pression to  both  national  and  regional  majorities. 

ORIGINS 

The  federal  system  in  Canada  was  a  compromise  between  a  need  for 
unity  and  a  strong  desire  to  retain  regional  autonomy.  Great  Britain 
was  prepared  to  cut  loose  its  remaining  North  American  colonies, 
which  had  grown  from  a  blessing  to  a  burden  by  the  1860's.  The  col- 
onies (today's  Ontario,  Quebec,  Nova  Scotia  and  New  Brunswick)  were 
scattered  and  sparsely  populated.  Separately,  they  were  threatened  by 
engulfment  from  the  American  republic.  There  was  fear  that  the  Union 
Army,  idled  by  cessation  of  the  Civil  War,  would  inevitably  turn  north- 
ward. On  the  other  hand,   there  were  strong  pressures  to  remain 
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separate  because  of  differences  in  language,  religion  and  culture  based 
on  separate  immigrant  traditions  in  the  provinces.  The  soon-to-be  Cana- 
dians were  tugged  and  pulled  by  opposing  forces.  Comparative  studies 
of  federalism  suggest  that  this  dualism  holds  in  most  federal  creations. 

The  arguments  for  unity  prevailed.  The  colonies  of  Canada  had  to  deal 
with  the  same  problems  which  had  faced  the  U.S.  under  the  Articles  of 
Confederation;  interprovincial  trade  wars,  inconsistent  taxes,  uncertain 
markets  and  worthless  money.  The  presence  of  the  U.S.  was,  however, 
the  overriding  concern  for  a  strong  central  government.  Canadian  unity 
stemmed  from  the  need  to  deter  expansion  from  the  south,  and  to  pro- 
vide a  base  for  a  parallel  westward  quest  to  share  the  continent  with  the 
U.S.  Canadians  were  reluctant  unionists  at  best,  and  some  observers 
quip  that  Canadians  still  have  nothing  more  in  common  than  a  desire 
not  to  be  Americans. 

Negotiations  between  the  colonies  and  the  mother  country  culminated 
in  the  British  North  America  Act  (BNA  Act]  of  1867.  Canada  was 
created  by  a  bargain  between  the  colonies  and  the  mother  country.  The 
political  identity  of  Canada  was  expanded  to  its  present  form  with  the 
subsequent  addition  of  Prince  Edward  Island,  four  Western  provinces 
and,  finally,  Newfoundland  in  1949.  Of  Montana's  border  neighbors, 
British  Columbia  entered  in  1871  and  Alberta  and  Saskatchewan  in 
1905.  The  BNA  Act  remains  the  core  of  the  Canadian  Constitution,  but 
the  particular  acts  creating  these  new  provinces  are  also  a  part  of  the 
Constitution.  This  status  is  different  from  that  of  the  Western  states 
which  came  into  the  American  Union  under  general  constitutional 
principles. 


THE  DIVISION  of  POWERS 

The  BNA  Act  stipulates  the  powers  for  the  two  layers  of  Canadian 
government.  The  main  outline  of  national  and  provincial  powers  is 
found  in  Sections  91  and  92  of  the  BNA  Act.  Section  91  deals  with  the 
legislative  power  of  the  federal  parliament.  The  section  begins  with  a 
general  grant  of  power  to  make  laws  for  the  ".  .  .Peace,  Order  and 
Good  Government  of  Canada.  .  ."  in  matters  not  assigned  exclusively 
to  the  provinces.  The  section  goes  on  to  list  31  classes  of  matters  in 
which  the  federal  parliament  is  competent  in  order  to  provide  examples 
of  what  is  covered  by  the  preceding  general  grant  of  power.  The  detail- 
ed list  is  suggestive,  but  not  exhaustive.  These  matters  include  many 
subjects  comparable  to  the  scope  of  national  government  authority  in 
the  U.S,  for  example;  trade  and  commerce,  debt,  postal  service,  militia 
and  defense,  currency  and  coinage,  naturalization  and  aliens. 


Legislative  powers  of  the  provinces  are  set  out  in  Section  92.  It  contains 
no  initial  sweeping  grant  of  power  as  found  in  Section  91  but  rather  an 
enumeration  of  16  classes  of  subjects.  Most  important  is  the  reference 
to  authority  over  "property  and  civil  rights"  in  the  province  and  over 
"Generally  all  matters  of  a  merely  local  or  private  nature  in  the  Prov- 
ince." Here  is  a  second  broad  grant  of  power— another  residual 
clause— which  parallels  the  10th  Amendment  to  the  U.S.  Constitution. 
The  provinces  were  supposed  to  have  delegated  powers  and  the 
Dominion  reserved  powers.  However,  the  residual  clause  of  Section  92 
has  been  stretched  to  impinge  upon  national  powers  and,  just  as  fre- 
quently, Section  91  has  been  used  to  invade  the  provinces'  domain.  The 
original  grants  of  power  were  neither  exhaustive  nor  mutually  ex- 
clusive, opening  the  door  for  conflict  over  their  joint  interpretation. 

Canada's  creation  was  labelled  Confederation  which  is  an  arrangement 
of  power  critically  different  from  a  federation.  The  national  layer  of 
government  in  a  confederation  is  an  overarching  layer  created  by  agree- 
ment among  the  regional  governments.  In  theory,  since  they  create  it, 
they  can  modify  it,  abolish  it  or  even  withdraw  as  individual  units  from 
the  arrangement.  Sovereignty  in  a  confederation  comes  not  from  the 
people  of  the  land  but  from  the  regional  government  entities.  This  prin- 
ciple is  equivalent  to  the  "compact"  theory  of  union  in  the  U.S.,  which 
the  southern  states  asserted  and  the  northern  states  rejected  in  their 
Civil  War.  In  Canada,  the  regional  entities  did  sanction  the  creation  of 
the  nation  but  sovereignty  passed  from  Britain,  the  mother  country, 
equally  to  the  two  layers  of  Canadian  government.  Confederation  in 
Canada  is  really  federation,  although  the  compact  argument  is  often 
used  to  justify  the  assertion  of  provincial  autonomy. 

There  is  an  irony  that  goes  beyond  the  semantics  of  federation  versus 
confederation.  The  "founding  fathers  "  of  Canada  intended  to  avoid 
what  they  viewed  as  the  fatal  flaw  in  the  American  Union:  the  exces- 
sive power  left  to  the  states  under  the  10th  Amendment.  The  leading 
force  and  first  Prime  Minister,  Sir  John  A.  MacDonald,  favored  a  strong 
central  government.  He  believed  that  the  assignment  of  powers  written 
into  the  BNA  Act  would  eventuate  in  a  legislative  union  where  the 
provinces  would  become  merely  prefectorates  of  the  central  govern- 
ment. This  result  was  to  be  accomplished  by  giving  the  federal  govern- 
ment the  residual  power.  One  contemporary  provincial  leader  rued: 
"We  are  left  with  small  and  absurd  powers."  Today,  the  10th  Amend- 
ment in  the  U.S.  has  atrophied  while  the  provincial  governments  in 
Canada  are  quite  healthy.  A  recent  publication  of  the  Government  of 
Canada  alleged:  "Indeed  the  provinces  in  Canada  are  probably  the 
most  powerful  member  states  of  any  federation  in  the  world,  the  can- 
tons of  Switzerland  being  the  closest  contenders."  In  this  sense,  Canada 
is  a  true  mirror  image  of  the  U.S.  federal  system. 
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Each  of  the  provinces  stands  in  the  same  relationship  to  the  federal 
government  with  respect  to  the  division  of  powers  in  Section  91  and  92. 
The  provinces  are  equally  autonomous  regardless  of  size,  people, 
resources  or  other  importance.  Canada  would  be  a  symmetrical  federa- 
tion if  this  were  all  that  applied.  But,  in  Canada's  case,  some  provinces 
are  more  equal  than  others:  the  Constitution  provides  selective  advan- 
tages to  certain  provinces.  For  example  the  language  rights  of  religious 
minorities  are  guaranteed  in  the  two  major  founding  provinces  of  On- 
tario and  Quebec.  This  right  has  evolved  into  a  special  status  for 
Quebec  and  made  Canada  an  asymmetrical  federation  in  this  respect. 

JUDICIAL  REVIEW  and  CHANGE 

The  constitutional  division  of  powers  in  Canada  is  not  self-evident.  As 
they  have  in  the  U.S.,  the  courts  have  been  left  to  interpret  the  meaning 
of  the  words.  And,  as  conditions  change,  so  do  the  needs  for  govern- 
ments to  exercise  different  powers.  Courts'  views  change  with  their 
membership  and  Canadian  courts  have  oscillated  between  national 
supremacy  and  provincial  autonomy.  Until  recently,  the  power  of  the 
federal  government  had  grown  substantially  in  the  20th  century. 

The  strengths  of  each  layer  of  government  with  respect  to  the  other  can 
be  determined  in  relative  terms  only.  It  is  fair  to  say  that  the  Canadian 
provinces  have  more  leverage  than  their  counterparts,  the  states.  Or,  in 
other  words,  that  the  U.S.  national  government  has  been  more  suc- 
cessful in  centralizing  powers  than  its  Canadian  counterpart.  But  these 
comparisons  miss  the  point  that  both  national  governments  have  grown 
more  rapidly  and  assumed  more  functions  than  the  regional  govern- 
ments as  the  two  societies  moved  from  pioneer  to  industrial  status.  The 
difference  is  only  in  degree.  The  initial  distribution  of  powers  between 
the  two  layers,  in  both  societies,  reflected  a  laissez-faire  philosophy. 
Government  at  any  level  was  expected  to  be  minimal. 

In  the  twentieth  century,  the  general  responsibilities  of  government 
grew  in  virtually  all  developed  nations.  The  importance  of  modern  in- 
ternational relations  played  a  part.  Industrialization  and  the  transition 
to  social  welfare  programs  played  another.  Expenditures  of  govern- 
ment as  a  proportion  of  economic  product  grew  steadily.  In  all  of  these 
respects,  the  national  layers  of  government  were  the  beneficiaries  of 
the  growth.  In  the  United  States,  this  expansion  was  fostered  by  a 
liberal  interpretation  of  the  Constitution  in  such  areas  as  the  commerce 
clause,  the  necessary  and  proper  clause,  the  executive  power  and  the 
spending  power. 

The  same  pattern  could  have  occurred  in  Canada.  The  commerce 
clause  was  available  to  be  stretched.  The  "Peace,  Order  and  Good 


Government"  provision  is  in  principle  as  elastic  as  the  "necessary  and 
proper  clause"  in  the  U.S.  The  executive  power  in  Canada  is  con- 
ceivably stronger  and  the  spending  power  is  equivalent.  But  the  courts 
in  Canada  chose  a  more  strict  or  narrow  view  and  the  federal  govern- 
ment did  not  become  as  preponderant  as  in  the  U.S.  This  is  especially 
true  in  matters  of  foreign  policy  and  defense,  where  Canada  did  not 
assume  the  obligations  of  a  world  power.  It  is  less  true  in  the  area  of 
social  policy  where  the  federal  government  has  led  Canada  to  a  more 
fully  developed  welfare  system  than  in  the  U.S. 

Courts  in  both  countries  ratified  the  growth  of  federal  government 
powers  to  meet  these  needs.  But  while  the  courts  in  Canada  have 
played  a  critical  role  at  pivotal  junctures,  they  are  nowhere  near  as  ac- 
tive today  as  are  the  U.S.  courts  in  deciding  where  the  boundaries  lie 
between  assigned  powers.  This  reticence  is  explained  in  part  by  the 
much  more  passive  policy  role  accorded  the  judiciary  in  a  parliamen- 
tary system.  To  do  otherwise  would  make  the  courts  a  dramatic  part  of 
the  policy  process.  Still,  the  courts  have  been  able  to  read  much  more 
substance  into  provincial  powers  than  was  true  with  the  American 
states. 

It  was  not  anticipated  in  1867  that  the  national  government  in  the 
United  States,  through  evolution  and  court  interpretation,  would  gain 
the  ascendent  role  in  its  partnership  with  the  states.  Canadian  federal 
relations  have  developed  along  a  different  path.  The  provinces,  en- 
dowed in  the  BNA  Act  with  what  appeared  to  be  less  significant  formal 
powers,  have  gained  power  through  court  interpretation  to  the  point 
where  they  rival  the  authority  of  the  central  government.  Montanans 
should  not  assume  because  Canadian  provinces  are  analagous  to 
American  states  that  their  powers  relative  to  the  Canadian  national 
government  are  approximately  identical  with  those  of  American  states. 

AMENDMENT 

Unlike  the  U.S.  Constitution,  the  BNA  Act  did  not  contain  specific 
language  regarding  amendment  of  the  provisons  affecting  the  powers  of 
the  two  layers  of  government.  The  British  Parliament  was  left  with  any 
final  decisions  on  amendments  and,  by  convention,  sanctioned  only 
those  amendments  endorsed  by  all  of  the  governments  in  Canada. 
Under  these  conditions,  amending  the  Canadian  constitution  has  prov- 
en to  be  even  more  difficult  than  in  the  United  States.  Powers  over 
unemployment  insurance  (in  1940)  and  old  age  pensions  (in  1951)  were 
acquired  by  the  federal  government  via  amendment. 

The  absence  of  an  amending  procedure  also  meant  that  Canada  was  not 
fully  independent. 
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Britain  had  never  been  reluctant  to  transfer  the  constitution  and  full 
political  sovereignty  to  Canada.  Reticence  came  from  within  Canada 
where  there  was  apprehension  that  bringing  home  the  constitution 
would  upset  the  delicate  compromise  that  served  to  balance  the  powers 
of  the  two  layers  of  government,  the  interests  of  regions  and  the  rights 
of  the  founding  peoples.  Having  Britain  as  the  final  recourse  in  con- 
stitutional questions  served  as  a  safety  net  for  the  tenuous  Canadian 
bargain.  The  constitution  was  left  in  Great  Britain  because  Canadians 
did  not  seem  to  trust  each  other  with  regard  to  provincial  rights  and 
simply  could  not  agree  on  a  formula  for  amending  the  constitution 
themselves.  The  convention  that  all  eleven  governments  had  to  reach 
consensus  meant  a  veto  was  accorded  to  some  minorities  in  Canada. 
This  guarantee  to  minorities  with  strength  in  one  or  a  few  provinces  ex- 
plains why  it  was  so  difficult  to  agree  on  an  amending  formula  which 
would  allow  the  constitution  to  be  patriated. 


PATRIATION 

Canada  achieved  full,  formal  independence  from  Great  Britain  in  1982, 
more  than  a  hundred  years  after  the  initial  separation  of  colony  from 
mother  country.  Many  Americans  were  surprised  to  learn  that  Canada 
technically  had  not  been  completely  sovereign  all  these  years.  They 
were  even  more  surprised  to  learn  that  bringing  home  the  constitution 
became  a  matter  of  intense  controversy  among  Canadians.  It  should  be 
noted  that  the  formal  status  of  the  Canadian  constitution  in  Great  Bri- 
tain had  little  practical  impact  on  Canadian  public  policy  but,  sym- 
bolically, patriation  was  a  very  important  issue. 

In  the  abstract,  nearly  all  Canadians  favored  severing  the  British  con- 
nection and  patriating  the  constitution.  But  consensus  on  this  principle 
was  engulfed  by  wide  disagreement  over  how  it  could  be  done  without 
upsetting  the  existing  balance  of  power  among  governments.  An  unsuc- 
cessful recent  series  of  federal-provincial  conferences  dating  back  to 
the  1960s  had  attempted  to  deal  with  this  vexing  question.  Finally, 
Prime  Minister  Trudeau  elevated  patriation  to  the  top  of  the  newly 
elected  Liberal  government's  agenda  in  mid-1980  and  carried  it  through 
to  success  in  late  1981. 

Trudeau' s  motivation  in  pressing  for  patriation  stemmed  from  his  long- 
standing commitment  to  establish  a  Charter  of  Human  Rights  in  the 
Canadian  Constitution.  Even  before  becoming  Prime  Minister,  he  had 
viewed  the  absence  of  a  Charter  as  the  greatest  barrier  to  full  participa- 
tion in  Canadian  society  by  French  Canadians.  He  pledged  to  achieve 
inclusion  of  the  Charter  of  Rights  if  Quebec  voters  would  reject  the 
path  of  separatism  in  the  1980  vote  on  sovereignty-association. 


Trudeau's  idea  was  to  package  the  Charter  together  with  patriation  and 
an  amending  formula.  The  provinces  almost  unanimously  rejected  the 
package  but  Trudeau  vowed  to  take  it  to  Great  Britain  without  provin- 
cial support.  On  appeal  from  the  provinces,  the  Supreme  Court  of 
Canada  ruled  that  the  national  government  had  the  necessary  formal 
power  to  force  this  conclusion,  but  that  convention  required  consensus 
to  be  reached  with  the  provinces.  Ultimately,  this  consensus  was  ham- 
mered out  with  nine  of  the  ten  provinces;  only  Quebec  rejected  the 
package.  Quebec,  ironically,  was  Trudeau's  reason  for  pressing  the 
issue. 

The  Western  provinces  also  expressed  several  fears.  They  worried 
about  an  amendment  mechanism  that  could  array  them  against  a  na- 
tional majority  committed  to  eroding  their  formal  powers,  especially  in 
regard  to  resource  ownership.  They  also  were  concerned  that  the 
Charter  of  Rights  could  be  used  as  a  backdoor  attempt  to  limit  the  scope 
of  provincial  powers.  They  especially  wanted  natural  resource  powers 
to  be  entrenched  in  the  new  constitution. 

RESOURCE  OWNERSHIP 

It  is  generally  understood  that  Section  109  of  the  BNA  Act  gave  the 
provinces  "ownership  "  of  their  natural  resources:  "All  Lands,  Mines, 
Minerals  and  Royalties  belonging  to  the  several  Provinces  of  Canada, 
Nova  Scotia  and  New  Brunswick  at  the  Union.  .  shall  belong  to  the 
several  Provinces  of  Ontario,  Quebec,  Nova  Scotia,  and  New 
Brunswick  in  which  the  same  are  situate  or  arise ..."  This  same  grant 
was  extended  to  Alberta  and  Saskatchewan  by  the  Resource  Transfer 
Act  of  1930  as  these  provinces  were  shortchanged  when  they  became 
part  of  Confederation  in  1905.  Premier  Lougheed  has  called  this  the 
most  important  act  in  Alberta's  history  and  noted  that  Alberta's  75th 
birthday  was  equally  symbolic  as  the  50th  anniversary  of  Resource 
Ownership. 

The  next  question  is  what  ownership  status  actually  entitles  the  prov- 
inces to  do  with  their  lands,  mines,  minerals  and  royalties.  Does  it  mat- 
ter whether  resources  have  been  retained  by  the  province  as  Crown 
resources  or  have  been  transferred  to  private  lands?  There  is  consensus 
that  the  province's  range  of  options  is  much  greater  for  its  Crown 
holdings  (where  the  province  is  the  actual  proprietor),  than  for  lands 
which  have  been  alienated.  Specific  authority  comes  from  other  provi- 
sions of  Section  92  of  the  BNA  Act.  These  provincial  powers  are  in  con- 
test with  powers  assigned  to  the  federal  government  in  Section  91.  For 
example.  Section  92(5)  refers  to  "sale  and  management  of  the  public 
lands  belonging  to  the  province"  and  specifies  the  "timber  and  wood 
thereon"   and  Section  91(2)   empowers  the  federal  government  to 
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regulate  interprovincial  and  international  trade  of  these  resources.  The 
provinces  have  trouble  claiming  absolute  power  over  natural  resources, 
notwithstanding  the  broad  range  of  references  upon  which  they  can 
draw.  Provincial  and  national  powers  do  not  sit  in  their  own  watertight 
compartments  in  the  ship's  hull:  each  has  powers  that  can  and  do  leak 
on  the  powers  of  the  other. 

There  is  a  long  history  of  dispute  and  litigation  over  control  of  natural 
resources,  especially  relating  to  off-shore  petroleum  and  fisheries.  But 
the  issue  became  greatly  contentious  following  the  "energy  crisis"  and 
the  rapid  appreciation  in  value  of  oil  and  gas  in  the  Western  provinces. 
The  issue  of  ownership  and  management  quickly  narrowed  to  the  ques- 
tion of  which  government  would  reap  the  benefit  of  the  growing 
revenues  that  could  be  generated  by  allowing  oil  and  gas  prices  to  rise 
to  world  levels. 

The  federal  government  exercised  its  powers  of  taxation  and  trade 
regulation  to  frustrate  Alberta's  ambitions  to  use  provincial  oil 
revenues  to  help  diversify  the  provincial  economy.  Ottawa  imposed  an 
export  tax  on  oil  and  subsequently  banned  all  oil  exports.  It  dissallowed 
provincial  royalties  as  deductions  on  federal  corporate  income  tax. 
These  actions  transpired  during  the  mid-1970s,  in  Phase  One  of  the  oil 
wars.  Alberta  regarded  these  measures  as  highly  discriminatory 
because  oil  and  gas  were  singled  out  while  virtually  all  other  natural 
resources  are  allowed  to  be  sold  at  world  prices  with  the  revenues  ac- 
cruing to  the  provinces. 

Alberta's  resentment  at  that  time  was  tame  compared  to  the  bitterness 
engendered  over  Phase  Two  of  the  oil  wars;  the  National  Energy  Pro- 
gram of  1980.  In  the  NEP,  the  federal  government  applied  wellhead 
excise  taxes,  imposed  an  export  tax  on  natural  gas  and  unilaterally  set  a 
price  schedule  on  domestic  oil.  Alberta  responded  quickly  by  suspend- 
ing approval  of  the  tar  sands  megaprojects,  scaling  down  the  rate  of  oil 
production  and  challenging  the  natural  gas  export  tax  in  court.  Each 
asserted  that  it  was  operating  within  its  scope  of  powers. 

Ottawa  conceded  that  resource  ownership  means  the  right  to  manage 
the  resource  for  the  benefit  of  the  province  but  argued  that  it  does  not 
justify  provincial  monopolization  of  revenues  or  other  benefits  from 
those  resources.  The  federal  government  claimed  a  share  of  those 
benefits  on  the  grounds  of:  national  patrimony  (the  entitlement  of  other 
Canadians  by  virtue  of  Alberta's  membership  in  Confederation);  Ot- 
tawa's duties  in  macroeconomic  planning;  responsibility  for  pivotal 
sectors  such  as  energy;  its  greater  service  obligations,  and  its  respon- 
sibility for  equalizing  provincial  revenues.  These  federal  claims  were 
asserted  through  Section  91  powers  of  taxation  and  trade  regulation. 


Alberta  conceded  that  sharing  its  prosperity  with  the  rest  of  Canada  is 
appropriate  but  held  to  the  principle  that  sharing  must  take  place  on  the 
terms  of  the  resource  owner.  Alberta  noted  that  the  rest  of  Canada 
already  was  benefitting  from  a  Canadian  oil  price  much  lower  than  the 
world  price  and  that  Alberta  was  recycling  petro  dollars  through 
Heritage  Fund  loans  to  other  provinces.  The  principle  of  ownership 
was  held  to  be  non-negotiable.  Premier  Lougheed  noted  that  Ottawa 
"simply  walked  into  our  home  and  occupied  the  living  room"  and  this 
was  regarded  as  intolerable. 

Alberta  was  boxed-in  on  the  domestic  price  issue:  it  could  not 
unilaterally  raise  the  oil  price.  Instead,  the  provincial  government 
resorted  to  other  prerogatives  of  ownership  in  an  attempt  to  force  Ot- 
tawa to  negotiate  a  price  schedule  with  Alberta.  As  owner,  it  could 
postpone  the  start-up  of  the  tar  sands  plants.  As  manager,  it  could 
decide  to  leave  the  oil  in  the  ground  instead  of  pumping  it  out.  If  suc- 
cessful in  hurting  the  rest  of  Canada,  these  measures  could  have  forced 
Ottawa  into  taking  more  drastic  and,  therefore,  ill-advised  steps  de- 
rived from  its  other  powers.  It  might  have  exercised  the  "Peace,  Order 
and  Good  Government  Clause"  or  declared  oil  production  a  public 
works  and  preempted  provincial  management.  This  proclamation  of 
extraordinary  or  emergency  powers  would  have  signalled  failure,  not 
success,  by  Ottawa. 

The  oil  wars  impinged  on  patriafion  and  on  the  nature  of  federation 
itself.  Alberta  was  concerned  over  Ottawa's  double-pronged  attack  on 
resource  ownership  exemplified  by  the  raid  on  oil  revenues  in  the 
National  Energy  Program  and  the  movement  to  patriate  the  constitu- 
tion. Alberta  saw  the  NEP  as  the  use  of  the  federal  government's 
powers  of  taxation  and  regulation  of  interprovincial  trade  to  "con- 
fiscate" Alberta's  fleeting  oil  wealth.  Simultaneously,  it  viewed  patria- 
tion  as  Ottawa's  long-term  approach  to  emasculate  resource  ownership 
because  the  more  populous  Canadian  heartland  could  amend  away  the 
basic  ownership  principle.  These  must  be  seen  in  tandem:  Alberta's 
resistance  to  the  NEP  and  patriation  was  cut  from  the  same  cloth.  A 
compromise  was  forged  among  ten  of  the  eleven  governments,  except- 
ing Quebec.  The  Western  provinces  were  brought  on  side  with  agree- 
ment on  three  concessions.  First  the  language  of  resource  ownership  is 
explicitly  confirmed  in  the  Constitution  Act.  Powers  over  natural 
resources  extended  in  the  Resource  Transfer  Act  of  1930  are  confirmed 
and  elevated  by  the  constitutional  accord.  The  provisions  are 
strengthened  by  adding  that  resource  ownership  means  the  provinces 
may  concurrently  regulate  interprovincial  trade  affecting  these 
resources.  Agriculture  and  immigration  were  the  two  existing  areas  of 
joint  powers.  Also,  the  provinces  may  now  lay  indirect  as  well  as  direct 
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taxes.  Thus,  the  Western  provinces  were  finally  persuaded  that 
resource  ownership  rights  were  "entrenched"  with  the  compromise  on 
the  Constitution. 

Second,  they  succeeded  in  implementing  an  agreeable  formula  to 
amend  the  Constitution.  The  terms  are  similar  to  the  approach  used 
from  the  beginning  in  the  U.S.  Any  change  would  require  approval  of 
the  national  parliament  on  the  one  hand  and  of  seven  of  the  ten  prov- 
inces on  the  other;  the  seven  must  contain  at  least  50  percent  of  the  en- 
tire Canadian  population.  This  compromise  means  that  the  four 
Western  provinces  voting  together  could  veto  any  amendment.  It  also 
means  that  neither  Quebec  nor  Ontario  alone  could  veto  any  amend- 
ment simply  because  of  its  population  as  was  proposed  in  earher  for- 
mulas. Any  coalition  for  change,  therefore,  would  have  to  include  at 
least  one  of  these  two  most  populous  provinces  and  three  of  the  four 
Western  provinces,  in  addition  to  enough  Maritime  provinces  to  bring 
the  total  to  seven. 

Third,  any  province  whose  legislature  has  not  approved  an  amendment 
that  reduces  the  province's  legislative  powers  or  rights  will  be  allowed 
to  "opt  out."  In  effect,  this  provision  is  the  "nullification"  right  desired 
by  Southern  states  prior  to  the  American  Civil  War. 

COOPERATIVE  FEDERALISM 

Both  layers  of  Canadian  government  will  continue  to  lay  claim  to 
potentially  competing  powers  and  formal  amendments  are  unlikely  to 
change  the  situation.  This  assertion  of  countervailing  powers  leads  to 
political  bargaining  and,  more  often  than  not,  the  concurrent  exercise 
of  powers.  Bargains  are  struck  between  or  among  governments,  and  ne- 
gotiation has  largely  replaced  litigation  in  the  interpretation  of  Cana- 
dian federalism  over  the  past  two  decades.  The  definition  of  federalism 
has  become  more  operational  than  legal. 

The  two  layers  of  government  have  developed  processes  for  hammer- 
ing out  differences  in  face-to-face  meetings.  Some  issues  are  resolved  in 
federal-provincial  conferences  involving  all  eleven  governments.  Other 
issues  are  settled  via  negotiations  between  the  federal  government  and 
individual  provinces.  This  approach  is  sometimes  called  "cooperative" 
or  "consultative"  federalism.  Under  this  view,  federalism  is  not  a  mat- 
ter of  dealing  different  hands  to  the  different  governments.  Rather  it 
implies  that  both  layers  share  in  the  delivery  of  nearly  all  classes  of  sub- 
jects, regardless  of  which  was  initially  given  the  power.  It  also  implies 
coequal  status.  The  provinces  reject  the  notion  that  the  federal  layer  of 
government  is  a  "higher"  one  merely  because  it  overarches  the  prov- 
inces: the  two  layers  are  felt  to  be  on  equal  footing. 


Most  of  today's  intergovernmental  relations  in  Canada  are  carried  out 
through  the  federal-provincial  conferences,  although  there  is  no  ref- 
erence to  such  a  pervasive  mechanism  in  the  original  Canadian  Con- 
stitution. It  is  now  expected  that  a  "First  Ministers"  conference  (in- 
cluding the  Prime  Minister  and  the  ten  Premiers)  will  be  held  at  least 
annually  and,  more  likely,  several  times  a  year.  Meetings  among 
ministers  of  each  government  dealing  with  counterpart  functions  such 
as  finance,  energy,  agriculture,  labor  or  health  are  even  more  frequent. 
But  this  is  just  the  tip  of  the  iceberg,  representing  only  the  elected  of- 
ficials. There  are  seemingly  endless  meetings  among  the  bureaucrats: 
the  deputy  ministers,  assistants  and  other  officials.  One  report 
estimates  that  782  of  such  meetings  occurred  in  1975.  Of  one  such 
meeting,  former  premier  Joey  Smallwood  of  Newfoundland  is  reported 
to  have  said:  "We  met  and  agreed  to  meet  again." 

Frequency  of  interaction  stems  in  part  from  the  primacy  of  parliamen- 
tary principles  in  Canada.  The  heads  of  the  ministries  collectively  com- 
prise the  policy-making  cabinet  and  these  leaders  tend  to  speak  for 
their  government  when  they  interact.  The  federal-provincial  confer- 
ences could  be  the  most  vital  as  well  as  the  most  distinctive  feature  of 
Canadian  federalism.  Agendas  clash  and  are  ultimately  squared  away 
via  bargaining  at  these  sessions.  Leaders  then  return  to  their  respective 
parliaments  or  assemblies  and  have  the  agreements  reached  "ratified" 
much  as  a  treaty  signed  by  the  president  is  delivered  for  ratification  by 
the  U.S.  Senate.  Under  the  parliamentary  system,  with  majorities  and 
party  discipline,  that  ratification  is  virtually  assured. 

Some  political  analysts  in  Canada  observe  that  the  primacy  of  the 
federal-provincial  conference  has  in  fact  detrimentally  eroded  the  par- 
liamentary principle.  Decisions  are  made  by  bodies  not  described  in 
any  constitutional  documents  that  are  one  step  further  removed  from 
popular  sovereignty.  As  a  prime  example,  the  constitutional  issue  was 
decided  not  in  England,  not  in  the  courts,  not  in  the  parliament  (which 
all  played  a  necessary  part  to  legitimize  the  decision)  but  in  the  series  of 
coiiference  sessions  that  finally  produced  a  consensus  among  ten  of  the 
eleven  governments.  Other  major  pohcy  avenues  are  now  regularly 
decided  by  the  federal-provincial  conference. 

Sharp  confrontation  between  federal  and  provincial  governments 
sometimes  gives  the  appearance  that  Canada  is  flying  apart  at  the 
seams.  In  1980-81  the  conjunction  of  the  Quebec  vote  on  sovereignty 
association,  the  constitutional  crisis  and  the  oil  wars  conveyed  this  im- 
age of  fragmentation  to  outside  observers.  Talk  of  ultimatums  is  ram- 
pant in  these  imbroglios  and  brinksmanship  often  seems  to  replace 
sincere  negotiation.  But  while  this  process  may  seem  unusual  and 
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dangerous  to  observers  in  the  U.S.  it  by  no  means  signals  the  disintegra- 
tion of  the  Canadian  polity.  Conferences,  bargaining  and  posturing 
have  become  the  dominant  means  of  making  policy  and,  notwithstand- 
ing some  bitter  exchanges,  compromise  is  usually  forged.  It  is  incorrect 
to  label  this  process  routine,  but  it  has  gradually  become  more  conven- 
tional than  unusual  in  Canada. 


FISCAL  FEDERALISM 

"Cooperative  federalism"  is  in  large  part  "fiscal  federalism."  Fiscal 
federalism  was  a  method  of  amending  the  division  of  powers  between 
the  national  and  the  provincial  governments  in  the  absence  of  a  clear- 
cut  amendment  process  in  the  BNA  Act.  The  legalistic  interpretation  of 
federalism  and  division  of  powers  that  prevailed  in  the  nineteenth  cen- 
tury has  given  way  in  this  century  to  a  "realpolitik"  interpretation:  it 
does  not  so  much  matter  which  layer  of  government  possesses  a  con- 
stitutional grant  of  power  as  which  layer  is  able  to  raise  the  revenue 
necessary  to  exercise  that  power.  Government  power  is  the  power  of 
the  purse  when  all  is  said  and  done.  As  in  the  U.S.,  there  is  a  mismatch 
of  revenue  resources  in  favor  of  the  central  government.  The  federal 
government  can  dedicate  revenues  to  address  a  problem  that  does  not 
appear  on  its  constitutional  list  and  its  superior  access  to  revenues 
means  that  the  central  governments  can  and  do  erode  the  functions  of 
states  and  provinces  not  by  force,  but  by  financial  inducement. 

As  Canadians  grew  to  demand  more  services  from  government,  the 
central  government  moved  more  willingly  to  fill  the  void.  The  federal 
government  led  the  advance  toward  the  social  welfare  state.  It  ex- 
ploited the  income  tax,  the  most  expansive  source  of  revenue  available 
to  either  layer  of  government.  The  provinces  were  free  to  impose  the 
same  personal  and  corporate  income  taxes  but  only  in  fear  of  the 
voters'  wrath  because  the  central  government  had  already  levied  the 
tax.  The  provinces  found  great  difficulty  in  competing  for  the  favor  of 
their  own  citizens  because  the  federal  government  was  funding  the  ser- 
vices and  payments  in  health,  social  welfare,  education,  old  age,  family 
assistance,  unemployment  and  the  other  programs  associated  with 
industrialization. 

The  central  government  in  Canada  uses  its  financial  leverage  to  meet 
these  ends  in  ways  familiar  to  Americans.  It  can  spend  directly  on  pro- 
grams within  its  constitutional  jurisdiction.  It  can  share  the  costs  of  pro- 
grams falling  under  provincial  jurisdiction.  And  it  can  transfer 
revenues  between  the  wealthy  and  poor  provinces.  Fiscal  federalism  is 
even  more  elaborate  in  Canada  than  in  the  U.S. 


Tax  Collection  Agreements 

The  provinces  and  the  federal  government  cooperate  in  income  tax  col- 
lection. The  federal  government  collects  the  taxes  for  the  participating 
provinces,  absorbs  the  administrative  costs  and  returns  the  proceeds  to 
the  provinces.  Canadian  citizens  need  to  fill  out  only  one  set  of  lax 
forms  for  both  levels  of  government.  Each  province  is  free  to  set  its  own 
rate,  which  is  expressed  as  a  percentage  of  the  federal  tax.  This  ap- 
proach provides  for  a  fairly  uniform  income  tax  system.  Only  Quebec 
does  not  participate  in  the  personal  income  tax  agreement;  Quebec,  On- 
tario and,  recently.  Alberta,  also  collect  their  own  corporate  income 
taxes. 

Equalization  Payments 

Canada  has  developed  a  more  comprehensive  general  revenue  sharing 
program  than  is  found  in  the  U.S.  The  federal  government  makes 
unconditional  payments  to  provinces  whose  taxes  fall  below  an  average 
standard  for  all  of  Canada.  These  are  called  "equalization  payments" 
and  have  been  made  since  1957.  The  size  of  the  payment  is  dependent 
on  tax  base  and  tax  effort  in  the  provinces  according  to  a  complex  for- 
mula that,  since  1977,  takes  into  account  29  revenue  sources.  In 
1979-80,  the  calculations  produced  a  $3  billion  transfer  for  seven  "have 
not"  provinces  including  Saskatchewan.  Alberta  and  British  Columbia 
are  among  the  three  "have"  provinces  not  entitled  to  a  share. 

The  premise  of  equalization  payments  is  that  some  minimum  standard 
of  services  ought  to  be  provided  in  the  provinces  regardless  of  any  prov- 
ince's ability  to  pay  for  them.  This  is  a  "no-strings-attached  program  " 
and  revenues  come  exclusively  from  federal  sources:  it  is  not  a  transfer 
of  funds  from  the  coffers  of  able  provinces  to  those  of  needy  provinces. 
In  its  premise  and  partly  in  its  design  this  feature  is  similar  to  the 
RTS— the  representative  tax  system— now  being  considered  in  Congress 
which  threatens  to  penalize  federal  aid  to  Montana  because  of  Mon- 
tana's access  to  coal  severance  tax  revenues. 

Established  Programs  Financing 

Canada  also  has  established  a  more  advanced  and  consistent  "block 
grant"  type  revenue  transfer  arrangement.  The  provincial  and  federal 
governments  have  agreed  to  a  roughly  equal  commitment  to  finance 
three  established  programs:  hospital  insurance,  medicare  and  postsec- 
ondary  education.  By  contrast,  in  the  U.S.  medicare  is  federal  responsi- 
bility, postsecondary  education  is  primarily  state  responsibility  and 
hospital  insurance  is  mainly  private  responsibility.  These  reflect 
greater  concern  in  Canada  for  minimum  rights  of  citizenship  regardless 
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of  residence.  In  1977-78,  the  federal  government  transferred  nearly  $7 
billion  to  the  provinces  for  these  major  programs.  Originally,  in  time  of 
fiscal  surplus  the  federal  government  matched  provincial  spending 
doUar-for-doHar  with  no  maximum.  Recently,  the  federal  payments 
have  been  realistically  tied  to  economic  growth.  The  payments  are 
made  in  of  block  grants  to  the  provinces  on  a  per  capita  basis  (50  per- 
cent) and  a  percentage  of  the  federal  income  tax  (50  percent).  These 
programs  generically  fall  somewhere  between  an  unconditional  grant 
(the  equalization  payments  discussed  above)  and  a  conditional  grant 
(the  shared-cost  programs  discussed  below). 

Shared-cost  Programs 

Canada,  like  the  U.S.,  has  proliferated  the  shared-cost  program  (known 
as  categorical  grants  in  the  U.S.).  Programs  number  in  the  hundreds 
and  cover  practically  every  conceivable  government  function.  The 
provinces  qualify  for  matching  federal  funds  if  they  meet  certain  basic 
or  minimum  program  deUvery  criteria.  This  is  the  "carrot"  approach 
that  depends  on  the  federal  government's  superior  revenues.  There  are 
now  agreements  for  a  province  to  "opt  out"  of  a  federal  program  and  to 
receive  "tax  room"  to  raise  revenues  to  provide  a  similar  program 
within  that  province.  Today,  in  both  Canada  and  the  U.S.,  a  pattern  has 
emerged  in  which  both  layers  contribute  some  revenue  for  nearly  all 
programs.  Philosophy  no  longer  provides  much  insight  to  federalism: 
only  the  accountants  know  for  sure  how  it  operates. 

FEDERALISM  and  WESTERN  REGIONALISM 

Canadian  regionahsm  continues  to  be  fostered  by  important  differences 
in  language,  culture,  ethnicity,  religion  and  economics.  The  territorial 
dispersion  of  these  cleavages  virtually  guarantees  regionalism.  Region- 
alism is  important  in  the  U.S.,  but  Canada's  federal  system  exhibits 
even  greater  disparities  in  physical  size,  population  distribution,  wealth 
and  resources  among  its  geographical  entities.  The  provincial  govern- 
ments of  the  Canadian  West  are  sometimes  the  envy  of  neighboring 
states  in  the  U.S.  The  provinces  appear,  at  least,  to  have  much  greater 
leverage  in  national  policy  for  many  reasons.  Each  of  the  Western  prov- 
inces counts  as  one  of  only  ten  units  at  the  regional  layer  of  govern- 
ment. Montana's  voice  is  easily  lost  among  the  cacaphony  of  50  states. 
The  provinces  also  possess  real  and  substantive  powers  in  contrast  with 
the  empty  promises  of  the  10th  Amendment  to  the  American  states. 
Resource  ownership,  discussed  earlier,  stands  head-and-shoulders 
above  the  principles  of  state's  rights  of  the  "Sagebrush  Rebellion." 

Nonetheless,  despite  these  apparent  advantages,  the  Western  provinces 
feel  aggrieved.  Alienation  is  a  historical  theme  in  the  Canadian  West. 


People  living  in  the  Western  provinces  traditionally  have  felt  that  Cen- 
tral Canada  has  treated  them  merely  as  a  raw  material  resource  colony 
and  a  market  for  manufactured  products  coming  from  the  central 
heartland  (see  Canadianisms  section).  Lack  of  population  and  lack  of  a 
mechanism  for  regional  representation  have  served  to  guarantee  a 
perceived  subservient  status  for  the  West  in  the  face  of  an  Ontario/ 
Quebec  axis. 

Quebec  has  threatened  to  secede  and  has  elected  a  government  in  that 
province  on  the  separation  platform.  The  Western  provinces,  disgusted 
with  the  special  preference  accorded  Quebec  and  the  dominance  of  On- 
tario, have  also  flirted  with  separatist  ideas.  The  alienation  of  the  West 
grew  steadily  throughout  the  1970s. 

Despite  these  pronounced  regional  disparities  in  Canada,  the  federal 
government  is  elected  according  to  principles  that  stress  equal 
representation  of  population  and  pay  scant  attention  to  geography.  In 
contrast,  the  House  of  Representatives  in  the  U.S.  serves  population 
and  promotes  majority  interests,  while  the  U.S.  Senate  balances  this 
tendency  by  giving  equal  representation  to  all  of  the  states  regardless  of 
their  population.  This  compromise  is  advantageous  to  the  sparsely 
populated  Western  states  and  the  Western  provinces  are  envious  of  the 
Senate  principle. 

Canada  has  a  bicameral  legislature  on  paper  only.  The  lower  chamber, 
the  House  of  Commons,  is  based  on  population  apportioned  among  the 
provinces.  Ontario  and  Quebec  between  them  elect  170  of  the  282 
seats.  Today,  there  is  no  Liberal  government  member  of  Parliament 
from  any  of  the  three  Western  provinces.  The  Senate  in  Canada  is 
analogous  to  the  British  House  of  Lords  rather  than  the  U.S.  Senate. 
Senate  members  are  not  elected;  Senators  are  usually  political  war 
horses  in  their  sunset  years  appointed  by  the  Cabinet  as  a  reward  for 
party  service.  The  power  of  the  Senate  has  atrophied  over  the  years  and 
now  it  is  incapable  of  acting  as  a  check  on  actions  of  the  House  of  Com- 
mons (see  the  succeeding  section  on  parliamentary  principles).  The 
Senate,  therefore,  is  not  the  regional,  geographic  counterweight  to  the 
House  as  it  is  in  the  U.S.— even  though  the  rationale  for  regional 
representation  is  probably  stronger  in  Canada.  The  Western  provinces 
would  be  in  the  distinct  minority  even  if  they  voted  as  a  bloc.  The 
nature  of  Commons  representation  means  permanent  minority  status 
for  the  West;  it  feels  disenfranchised.  Only  reform  of  the  Senate— short 
of  Western  separatism— could  begin  to  address  this  problem  of  institu- 
tional deprivation. 

This  de  facto  unicameralism  has  important  repercussions  for  the  opera- 
tion of  federalism.  The  lack  of  a  Senate  for  the  purpose  of  representing 
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regions  is  an  important  reason  why  the  provincial  governments  have 
risen  to  such  staunch  advocacy  of  provincial  rights.  They  have  become 
the  leading  voice  for  regional  claims  and  confrontation  with  the  federal 
government  thereby  is  promoted.  The  debate  is  not  modulated  within 
national  political  parties.  Conversely,  the  establishment  of  a  Senate, 
based  on  equal  regional  representation  and  possessing  powers 
equivalent  to  the  House  of  Commons,  might  serve  to  ease  the  tension 
between  layers  of  government.  As  long  as  reform  of  the  Senate  is 
unlikely,  the  struggle  between  central  and  provincial  layers  of  govern- 
ment is  likely  to  continue  unabated. 


Parliamentary  Process 


Premier  Peter  Lougheed 
Progressive  Conservative 

/ 

Premier  William  R.  Bennett 
Social  Credit 

Premier  Grant  Devine 
Progressive  Conservative 
I 


Premier  Howard  Pauley 
New  Democratic 

— — L 


The  United  States  and  Canada  differ  in  the  basic  design  of  their 
legislative  systems  and  in  legislative-executive  relations.  The  Cana- 
dians employ  the  parliamentary  system  of  government,  led  by  a  Prime 
Minister  and  Cabinet  selected  from  the  party  commanding  the  largest 
number  of  seats  (normally,  but  not  always,  an  absolute  majority)  in  the 
House  of  Commons,  the  dominant  body  of  Parliament.  In  practice  the 
executive  and  legislative  functions  are  combined  in  the  operation  of  the 
Cabinet.  The  American  constitutional  system,  by  contrast,  divides  the 
powers  of  government  among  a  legislative  branch  (Congress),  an  ex- 
ecutive branch  (President)  and  a  judicial  branch  (Supreme  Court).  The 
provincial  and  state  government  levels  in  the  two  countries  adhere  to 
their  prevailing  national  pattern.  Canadian  provinces  employ  the 
parliamentary  system  and  American  states  follow  the  separation  of 
powers  model. 

Americans  have  become  accustomed  to  their  political  institutions  and 
find  it  difficult  to  conceive  of  a  democratic  system  fashioned  from  a  dif- 
ferent mold.  Superficial  appearances  of  similarity  can  be  misleading. 
Both  countries  have  political  interest  (pressure)  groups,  competitive 
political  parties,  and  legislative  chambers  presided  over  by  officials 
called  speakers,  but  these  organs  do  function  differently  in  the  two 
countries.  It  is  essential  to  understand  the  workings  of  parliamentary 
government  in  general,  and  also  to  apply  that  model  to  the  three 
Western  provinces.  Meaningful  comparisons  can  then  be  made  be- 
tween the  Montana  legislature  and  its  Canadian  counterparts.  The  two 
systems  evolved  out  of  distinctive  traditions  and  each  has  advantages 
and  disadvantages.  While  the  systems  differ,  each  has  served  its  people 
well  in  the  past,  and  each  rests  upon  the  same  fundamental  principle  of 
representative  government  and  the  ultimate  sovereignty  of  the  people, 
normally  expressed  through  elected  officials. 
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THE  FEDERAL  PARLIAMENT 

Representation 

A  parliamentary  body  is  a  representative  legislative  body,  deriving  its 
authority  from  the  voters  who  elect  its  members  in  free  elections.  In 
both  Britain  and  in  Canada,  there  are  bicameral  legislative  bodies  in 
which  the  upper  houses  are  made  up  of  members  not  chosen  by  the 
people.  In  Britain  the  House  of  Lords  still  participates  in  the  enactment 
of  legislation,  as  does  the  Senate  in  Canada.  In  both  countries,  however, 
the  final  authority  does  reside  in  an  elected  chamber,  the  House  of 
Commons.  The  so-called  "upper  house"  has  at  best  a  capacity  to  delay, 
but  not  to  defeat,  the  will  of  the  lower  house. 

Members  of  the  House  of  Commons  are  elected  by  the  eligible  voting 
population  from  single  member  districts.  In  Canada,  these  districts  are 
called  "ridings."  Currently,  there  are  282  separate  constituency 
districts  in  Canada.  Elections  are  not  held  at  fixed  intervals,  as  in  the 
American  system,  but  at  times  generally  favorable  to  the  government  in 
power  at  that  moment.  An  election  must  be  held  at  least  every  five 
years,  however. 

While  any  qualified  citizen  may  become  a  candidate  for  a  House  of 
Commons  seat,  the  competition  normally  is  restricted  to  the  nominees 
of  the  major  political  parties.  Party  competition  resembles  that  ex- 
perienced in  Montana,  but  important  differences  give  the  parliamen- 
tary system  parties  a  character  quite  different  from  the  American 
model.  The  parties  exhibit  much  greater  discipline  and  exert  much 
greater  control  over  the  nominating  process  than  do  American  political 
parties.  Party  nominees  for  parliament  are  designated  by  constituency 
associations  of  the  parties.  There  are  no  primaries.  Party  nominees  are 
expected  to  adhere  closely  to  the  position  established  by  the  respective 
parties  in  their  platforms  (manifestos).  A  legislator  who  departs  from 
the  party's  position  on  votes  in  parliament  risks  a  possible  expulsion 
from  the  party  and  the  almost  certain  denial  of  renomination  by  the 
party. 

The  essential  character  of  the  process,  stressing  majoritarian  govern- 
ment, becomes  evident.  The  campaign  for  election  is  fought  between 
candidates  who  represent  differing  viewpoints,  and  the  voters  may 
assume  that  the  winning  candidate,  if  the  candidate's  party  controls 
parliament,  will  vote  consistently  to  put  into  effect  the  legislative  pro- 
gram that  the  party  had  proposed  and  advocated  in  the  election  cam- 
paign. Voters  do  not  vote  directly  for  the  prime  minister  or  any  other 
executive  officials— only  for  a  single  member  of  the  House  of  Com- 
mons. 


Leadership:  The  Prime  Minister 

The  parliamentary  system  enables  the  members  of  the  party  command- 
ing a  majority  of  the  seats  in  the  House  of  Commons  to  put  into  effect 
the  mandate  granted  to  them  by  the  electorate.  Certain  well-established 
conventions  determine  the  manner  in  which  the  majority  organizes 
itself  in  Parliament  to  fulfill  its  electoral  commitments.  The  leader  of 
the  party  that  commands  a  majority  in  the  House  of  Commons  is  asked 
by  the  head  of  state  (see  below)  to  form  a  government.  The  leader  is  not 
chosen  by  the  voters  of  the  nation  (as  in  the  case  of  the  American  Presi- 
dent) or  by  the  voters  of  the  province  (as  in  the  case  of  an  American 
state  governor).  While  there  are  exceptions,  the  party  typically  chooses 
its  leader  from  its  parliamentary  membership,  and  the  leader  continues 
to  serve  as  long  as  he  or  she  commands  the  support  of  party  colleagues 
in  Parliament  and  in  the  party  nationally.  But,  just  as  other  members  of 
the  House  of  Commons,  the  leader  represents  a  single  district  and  is 
directly  answerable  only  to  the  voters  in  this  particular  district.  That  is 
to  say  that  the  leader  cannot  be  moved  out  of  the  leadership  position  by 
any  sort  of  national  vote  or  referendum. 

The  leader  of  the  majority  party  in  Parliament  is  called  the  Prime 
Minister.  The  Prime  Minister  assumes  a  dual  responsibility  for  the  par- 
ty's legislative  program,  the  details  of  which  are  handled  by  the  House 
Leader,  and  for  the  overall  management  of  the  government  with  the 
assistance  of  the  Cabinet  ministers  and  the  bureaucracy.  To  become 
Prime  Minister  (Premier  in  a  province),  one  normally  must  be  able  to 
pass  the  following  tests:  (1)  one  must  (with  few  exceptions)  have  been 
elected  to  a  seat  in  the  House  of  Commons  (Legislature  in  a  province); 
|2)  one's  party  must  either  command  a  majority  of  seats  in  the  House, 
or  the  largest  number  of  seats  with  sufficient  third  party  support  to 
assure  that  the  government  will  not  lose  a  vote  of  confidence;  and  (3) 
one  must  have  been  chosen  to  the  position  of  party  leader.  In  Canada, 
the  party  leader  is  designated  by  a  national  convention  that  represents 
all  parts  of  the  country,  and  while  that  person  may  not  always  be  the 
choice  of  the  legislative  caucus  of  the  party,  he  or  she  receives  the  sup- 
port of  fellow  legislators  of  the  party. 

One  emerges  as  a  party  leader  and  Prime  Minister  (or  Premier)  by  a 
process  that  differs  from  that  by  which  an  American  President  or 
Governor  emerges.  A  President  or  Governor  may  or  may  not  have 
served  in  a  legislative  body.  In  the  parliamentary  system  it  is  essential 
that  the  leader  serve  as  a  member  of  Parliament  and  be  responsible  at 
all  times  to  that  body.  Executive  and  legislative  roles  are  separated  in 
America.  They  are  combined  in  Canada.  The  steps  up  the  ladder  to  the 
Prime  Ministership  in  Canada  may  not  be  identical  in  all  cases,  but  they 
normally  include  service  in  the  legislative  body,  national  visibility  in 
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the  party,  successful  experience  at  lesser  Cabinet  posts,  skill  in 
parliamentary  debate,  and  mastery  of  the  art  of  leadership,  especially 
by  retaining  the  support  of  party  colleagues.  A  Prime  Minister  survives 
so  long  as  the  party  continues  its  support  and  maintains  its  majority 
control,  subject  to  the  requirement  that  an  election  must  be  held  at  least 
every  five  years. 


Chief  of  State:  The  Governor  General 


Here,  another  essential  feature  must  be  fitted  into  the  complex  Cana- 
dian constitutional  mosaic.  The  task  of  leading  Parliament  and  heading 
the  government  of  the  day  falls  to  the  Prime  Minister.  But  the  task  of 
performing  the  ceremonial  role  of  chief  of  state  is  assumed  by  the 
Queen  of  England.  Because  she  does  not  reside  in  Canada,  the  Gover- 
nor General  represents  the  monarch  in  Canada.  The  Governor  General 
is  head  of  state  and  symbolic  leader  of  Canada.  This  position  possesses 
great  ceremonial  status,  but  no  real  power,  other  than  the  traditional 
prerogative  of  the  English  monarch  to  be  consulted,  to  advise,  and  to 
admonish,  but  not  to  rule  and  not  to  become  visibly  engaged  in  any 
form  of  political  controversy.  Indeed,  other  than  the  ceremonial  role, 
the  one  overriding  responsibility  of  the  Governor  General  is  to  see  to  it 
that  Canada  at  all  times  has  a  government.  Discretion  is  limited  and 
responsibility  is  discharged  by  inviting  the  designated  leader  of  the  par- 
ty that  commands  a  majority  in  the  House  of  Commons  to  form  a 
government.  Rarely  since  the  emergence  of  modern  parliamentary 
government  in  the  19th  century  in  Britain,  and  later  in  Canada,  has  a 
head  of  state  disregarded  the  established  convention  that  the  leader  of 
the  party  commanding  a  majority  of  seats  (or  the  most  seats,  assuming  a 
coalition  with  a  third  party  is  possible]  is  asked  to  form  the  government 
and  become  the  Prime  Minister.  Technically,  one  exception  occurred  in 
Canada  in  1925  under  rather  unusual  circumstances  in  which  a  Gover- 
nor General  insisted  that  the  leader  of  the  party  with  the  second  largest 
number  of  seats  form  the  government,  but  this  highly  irregular  situa- 
tion prevailed  for  only  a  brief  interlude.  There  have  been  occasions  in 
Britain  where  it  was  necessary  for  the  monarch  to  consult  senior  party 
leaders  in  order  to  ascertain  who  the  party  leader  was,  but  such  cir- 
cumstances are  unlikely  now,  especially  in  Canada.  When  no  party  has 
an  actual  majority,  a  contingency  which  has  arisen  on  eight  occasions, 
the  party  with  the  most  seats  has  been  able  to  form  a  government  in 
coalition  with  a  third  party,  and  has  ruled  at  least  briefly  (usually  less 
than  two  years)  until  another  general  election  has  given  a  decided  man- 
date to  one  of  the  major  parties. 


Cabinet 

The  Prime  Minister,  to  exercise  responsibility  to  the  House  of  Com- 
mons, needs  the  assistance  of  Cabinet  Ministers,  whom  the  Prime 
Minister  selects.  A  collective  leadership  is  achieved,  although  the 
Prime  Minister  has  the  most  political  power  in  the  Cabinet,  inasmuch 
as  colleagues  technically  serve  at  the  Prime  Minister's  pleasure. 
Because  of  the  political  process  that  has  brought  the  Prime  Minister  to 
the  post  of  dominance,  the  claims  of  talented  associates  must  be 
recognized,  both  to  gain  their  support  and  to  form  an  effective  govern- 
ment that  can  continue  to  command  the  confidence  of  Parliament. 
Some  rivals  for  top  leadership  must  be  chosen  if  party  harmony  is  to 
prevail.  Assembling  an  effective  Cabinet  is  a  challenging  task  for  any 
Prime  Minister.  In  Canada  each  province  traditionally  is  entitled  to 
have  at  least  one  Cabinet  minister.  Consideration  must  also  be  given  to 
ethnicity  and  geography.  A  balance  between  English-speaking  and 
French-speaking,  between  Protestants  and  Catholics  and  between 
Easterners  and  Westerners  is  desirable. 

The  Cabinet,  led  by  the  Prime  Minister,  becomes  essentially  "the 
government."  Virtually  all  significant  legislative  measures  enacted  by 
Parliament  originate  in  the  Cabinet,  or  at  least  receive  the  approval  of 
Cabinet  before  introduction.  Here  is  a  crucial  distinction  between  the 
American  separation  of  powers  model  and  the  Canadian  parliamentary 
model.  In  America  many  measures  are  initiated  by  the  executive 
branch,  but  the  executive  does  not  monopolize  the  agenda-setting  func- 
tion. In  Canada  a  measure  of  any  consequence  lacking  the  endorsement 
of  the  Cabinet  has  little  chance  of  being  enacted  into  law  by  Parliament. 

In  America  legislative  committees  often  play  a  decisive  role  in  shaping 
legislation  and,  as  screening  agents,  can  advance  or  kill  a  bill.  In 
Canada  the  committees  play  a  secondary  role.  They  do  not  determine 
the  fate  of  a  bill,  nor  establish  its  substantive  contents.  Rather,  it  is  the 
Cabinet  which  determines  the  fate  of  a  particular  piece  of  legislation. 

The  role  of  the  Cabinet,  although  essential  to  the  proper  functioning  of 
the  parliamentary  process,  is  not  mentioned  in  the  Canadian  constitu- 
tion. Technically,  it  is  a  committee  of  the  Privy  Council,  a  body  that 
rarely  assembles  as  such.  The  Cabinet  functions  in  the  name  of  the 
Queen  and  the  Governor  General,  preserving  the  fiction  that  the  Queen 
actually  rules.  This  aspect  is  confusing  to  many  Americans.  But  Canada 
inherited  a  tradition,  well  established  in  Britain  before  the  end  of  the 
18th  Century,  that  no  monarch  exercises  substantive  power.  The 
monarch  reigns,  but  does  not  rule.  But  the  fiction  persists  that  the 
monarch  possesses  the  ultimate  power,  which  is  exercised  in  his  or  her 
name  by  the  Cabinet,  led  by  the  Prime  Minister. 
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The  Cabinet  is  composed  of  ministers  who  individually  lead  the  depart- 
ments to  which  they  are  assigned.  This  achieves  the  fusion  between  the 
legislative  and  executive  functions.  The  national  Cabinet  has  about  25 
members.  A  Cabinet  Minister  must  be  a  member  of  one  of  the  national 
Houses  of  Parliament  and  in  most  cases  a  member  of  the  House  of  Com- 
mons, but  a  small  number  (usually  fewer  than  5)  of  Cabinet  Ministers 
may  be  members  of  the  Senate.  Members  of  the  Cabinet  occupy  the 
front  benches  in  the  House  of  Commons,  and  are  distinguished  from 
their  colleagues,  the  backbenchers,  who  are  not  in  the  Cabinet  but  sup- 
port the  party  and  government  with  their  votes. 

Cabinet  members  are  responsible  to  the  monarch  as  the  instruments 
through  which  the  powers  formally  lodged  in  the  monarchy  are  exercis- 
ed. They  are  also  responsible  to  the  Prime  Minister  and  to  each  other. 
This  collective  responsibility  permits  disagreement  in  deliberations  on 
policy  issues,  but  requires,  after  a  consensus  has  been  reached,  that 
each  Cabinet  member  either  publicly  defend  the  Cabinet  position  or  ac- 
quiesce in  it.  Alternatively,  the  Cabinet  Minister  must  resign. 

The  Cabinet  Minister  is  responsible  to  the  House  of  Commons  for 
whatever  happens  within  the  minister's  department.  This  responsibili- 
ty insures  that  legislative  control  of  executive  power  will  be  main- 
tained. The  ultimate  control  of  the  making  and  carrying  out  of  policy 
decisions  remains  in  the  hands  of  the  voters.  The  individual  minister 
who  heads  a  department  is  responsible  to  the  Cabinet  and  to  the  House 
of  Commons.  The  Cabinet,  collectively,  remains  in  power  so  long  as  it 
is  able  to  command  a  majority  vote  in  the  House.  And  the  House 
members,  of  course,  are  elected  by  the  voters  in  their  individual 
districts  or  constituencies. 

Party  Discipline 

The  majority  party  in  the  House  of  Commons  links  the  other  elements 
in  the  chain  of  parliamentary  government.  Individual  members  of 
parliament  in  the  majority  (as  in  the  minority)  party  owe  their  nomina- 
tion and  election  to  their  political  party.  Members  cannot  vote  contrary 
to  their  party's  position  on  policy  questions  with  impunity.  Party 
discipline  is  prevalent  to  a  far  greater  degree  than  in  American 
legislative  bodies,  and  is  essential  to  the  functioning  of  the  system.  Par- 
ty support  for  important  policies  is  engendered  within  the  caucus  of  the 
legislative  party,  where  members  may  express  views  on  Cabinet  pro- 
posals for  later  policy  action.  Each  member  is  expected,  except  in 
unusual  circumstances,  to  accept  the  decision  of  the  caucus  as  final. 
Members  are  kept  in  line  on  all  major  votes  by  the  knowledge  that  if 
the  government  loses  a  vote,  such  action  is  tantamount  to  a  vote  of  no 
confidence.  The  government  is  then  expected  to  resign,  but  possesses 
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the  power  of  dissolution  of  the  House.  Upon  recommendation  of  the 
Prime  Minister,  the  Governor  General  is  required  to  dissolve  Parlia- 
ment and  call  for  nev^r  elections.  Since  such  dissolution  subjects  each 
member  to  a  general  election  campaign,  the  possibility  of  its  use  is  a 
powerful  weapon  to  insure  party  discipline.  Here,  then,  is  another  con- 
trast between  the  Canadian  and  the  American  legislative  processes. 
Presidents  and  Governors  often  lose  important  votes  in  their 
legislatures,  but  they  do  not  resign,  and  unfaithful  legislators  in  the 
United  States  do  not  face  dissolution,  for  they  serve  terms  of  fixed  dura- 
tion. 

Procedural  Safeguards 

The  Prime  Minister  and  the  Cabinet  control  the  agenda  in  the  House  of 
Commons.  Government  bills,  those  measures  sponsored  by  the 
Cabinet,  receive  most  of  the  time  given  over  to  legislative  matters 
within  the  House.  The  important  items  in  the  government's  legislative 
program  are  set  forth  in  the  "Speech  from  the  Throne,"  which  is 
delivered  by  the  Governor  General,  but  is  actually  drafted  by  the  Prime 
Minister  and  the  Cabinet. 

The  program  proposed  by  the  government  is  normally  enacted, 
although  such  action  is  not  necessarily  automatic.  But  given  the  fact  of 
party  discipline  and  the  government's  command  of  a  majority,  it  is  ex- 
pected that  its  policies  should  prevail.  "Checks  and  balances,  '  such  as 
executive  vetos,  are  absent  from  the  parliamentary  system.  The  majori- 
ty does  not,  however,  ride  roughshod  over  the  minority.  A  number  of 
procedural  safeguards  assure  that  the  minority  views  will  be  given  a 
hearing. 

Parliamentary  government  indeed  was  the  first  representative  system 
to  acknowledge  the  role  of  the  opposition  party,  and  to  implant  the  idea 
that  opposition  to  the  policies  of  the  government  of  the  day  was  not  tan- 
tamount to  treason.  An  opposition  front  bench,  occupied  by  leaders  of 
the  minority  party  in  the  House  of  Commons,  is  located  opposite  the 
front  bench  of  the  government.  Given  the  vicissitudes  of  politics,  all 
know  that  the  opposition  party  may  in  the  future  gain  a  majority.  It  is 
therefore  accorded  a  fair  share  of  time  in  the  debate.  The  opposition 
may  also  make  a  motion  of  no  confidence  in  the  government  at  any 
time. 

To  insure  fairness  in  what  is  essentially  a  partisan  process,  the  Cana- 
dian Houses  of  Commons  provides  for  an  impartial  speaker  to  preside. 
Unlike  the  American  counterparts,  the  Canadian  speaker  is 
disassociated  from  party  membership  and  assumes  a  role  of  complete 
neutrality  in  enforcing  the  rules  of  the  House. 
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The  requirement  of  three  readings  for  each  measure,  familiar  in 
American  legislative  procedure,  is  also  observed  in  Canadian 
parliamentary  bodies.  Substantive  debate  occurs  on  second  reading, 
with  committee  consideration  following  the  floor  debate.  Canadian 
committees  lack  the  power  of  American  legislative  committees,  but 
make  modest  refinements  of  bills  after  policy  questions  have  been  set- 
tled. Debate  is  an  important  aspect  of  the  process.  Members  may  speak 
no  longer  than  30  minutes  and  may  not  speak  more  than  twice  on  the 
same  question.  The  ease  with  which  closure  may  be  adopted  after 
limited  debate  insures  against  the  American  practice  of  filibustering. 

A  distinctive  and  useful  feature  of  British  and  Canadian  parliamentary 
bodies  is  the  device  of  question  period.  The  custom  originated  in  Bri- 
tain, where  it  is  known  as  "question  time."  There  is  no  equivalent  of 
the  question  period  in  American  legislative  bodies.  This  routine  occurs 
daily  during  sessions.  Members,  usually  of  the  opposition  party,  are 
permitted  to  ask  questions  of  ministers,  who,  in  turn,  are  expected  to 
respond.  Questions  of  a  routine  nature  can  be  answered  in  the  pub- 
lished version  of  the  debates.  Questions  may  be  submitted  in  advance 
in  writing.  Oral  questions  may  be  asked  for  a  duration  of  40  minutes; 
the  capacity  to  ask  an  oral  question  is  limited  only  by  the  need  to  obtain 
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the  recognition  of  the  speaker,  who  tends  to  recognize  more  of  the  op- 
position backbenchers.  Ministers  may  refuse  to  answer  on  the  grounds 
of  the  public  interest,  but  a  minister  who  refuses  to  answer  a  question 
may  run  serious  political  risks.  Thus  question  time  becomes  an  occa- 
sion when  the  opposition  may  confront  the  Cabinet  ministers  and  in  so 
doing  provide  a  useful  check  upon  government  excesses.  Question  time 
is  a  lively  occasion  and  attracts  media  attention  and  packed  galleries.  It 
is  a  good  show  for  those  who  enjoy  political  parry  and  thrust. 

Senate 

The  second  house  in  Canada,  the  Senate,  like  its  counterpart  in  Britain, 
the  House  of  Lords,  has  few  powers,  and  does  not  play  a  vital  role  in  the 
legislative  process.  One  could  argue  that  for  most  purposes  Parliament 
is  a  unicameral  body,  in  which  most  of  the  power  is  in  the  hands  of  the 
House  of  Commons.  The  Senate,  however,  does  have  ceremonial 
significance.  Its  104  members  serve  until  the  member  dies  or  reaches 
the  retirement  age  of  75.  Membership  is  allocated  among  the  provinces, 
and  the  Senate  is  expected  to  voice  federal  concerns.  Its  legislative  role 
is  modest,  and  it  proceeds  in  a  more  leisurely  fashion  than  does  the 
House.  It  may  not  propose  money  bills,  and  plays  essentially  the  roles 
of  "tidying  up"  poorly  drafted  legislation  and  delaying  action  on  im- 
portant policy  issues  that  have  not  been  thoroughly  debated  in  a  prior 
legislative  election  campaign.  It  has  not  actually  killed  a  bill  for  nearly 
50  years.  Many  have  questioned  its  value,  and  there  are  proposals  that 
it  be  abolished.  It  may,  however,  serve  as  a  forum  for  considering 
issues  that  are  not  ripe  for  legislative  action,  and  it  assumes  an  impor- 
tant ceremonial  and  federal  role.  It  is  also  a  body  in  which  old  politi- 
cians can  be  put  "out  to  pasture"  with  recognition  after  having  served 
worthy  careers  in  the  House  or  in  provincial  legislatures. 


Summary 

The  parliamentary  process,  characteristic  of  Cabinet  government, 
varies  markedly  from  the  American  legislative  model  to  which  we  are 
accustomed.  It  combines  the  executive  and  legislative  functions  under 
the  control  of  a  single  legislative  body.  The  only  checks  on  the  will  of 
the  majority  are  the  political  constraints  imposed  by  the  reality  of  fac- 
ing another  election.  Few  of  the  numerous  checks  and  balances  found 
in  the  American  legislative  process  are  present.  This  is  not  to  say  that 
important  democratic  procedural  arrangements  do  not  exist.  But  there 
is  no  substantive  role  for  committees.  There  is  no  powerful  second 
legislative  body  to  block  the  action  of  the  House.  The  executive  power 
in  practical  terms  does  not  exist,  apart  from  Parliament,  and  there  is  no 
executive  veto  of  legislative  action.  Finally,  the  courts  do  not  possess 


the  power  of  judicial  review  to  the  extent  of  American  courts,  and  they 
do  not  intervene  in  policy  questions. 

On  the  other  hand,  the  system  stresses  close  accountability  to  the  elec- 
torate. Political  parties  are  disciplined  and  responsible  to  an  extent 
unknown  in  the  U.S.  The  prospect  of  a  vote  of  no  confidence  and  of 
dissolution  insures  that  members  of  the  party  will  ordinarily  vote  with 
their  party.  And  holding  elections  at  times  normally  of  the 
government's  choosing  tends  to  produce  short  election  campaigns  that 
focus  on  the  issues  of  the  day. 

THE  PROVINCIAL  LEGISLATIVE  ASSEMBLIES 

The  preceding  pages  have  dealt  with  the  nature  of  the  parliamentary- 
cabinet  system  in  general,  and  have  focused  specifically  on  the  national 
government,  whose  parliament  has  been  used  as  the  model.  Parliamen- 
tary government  in  Canada,  as  has  been  suggested,  is  modeled  closely 
on  the  British  example.  With  exceptions  noted  in  the  following  discus- 
sion, the  provincial  legislatures  in  Canada  resemble  the  national  Parlia- 
ment in  Ottawa.  The  following  analysis  is  confined  to  legislatures  in  the 
western  provinces  of  British  Columbia,  Alberta  and  Saskatchewan. 

Provincial  legislatures  in  Canada  have  not  all  adopted  the  same  official 
name.  The  three  western  provincial  legislatures,  however,  use  the 
same  official  title:  legislative  assembly.  And  a  member  in  each  of  the 
three  bodies  is  referred  to  as  Member  of  the  Legislative  Assembly 
(MLA).  All  Canadian  provincial  legislatures  now  are  unicameral 
bodies,  consisting  of  a  single  house,  although  they  vary  considerably  in 
the  numbers  of  members. 

The  constitutional  limitations  under  which  provincial  legislatures 
operate  are  much  less  constraining  than  those  American  state 
legislatures  encounter.  The  national  constitution  imposes  fewer  restric- 
tions. A  provincial  legislature  may  not  aher  the  federal  relation  or 
distribution  of  powers  under  the  national  constitution.  The  province 
may  not  abolish  the  office  of  lieutenant  governor,  the  official  who  is  a 
counterpart  to  the  governor  general  at  the  national  level.  He  or  she  is 
designated  by  the  national  government  and  serves  as  the  ceremonial 
head  of  the  province  with  limited  powers.  Moreover,  the  American 
practice  of  judicial  review  exists  only  to  a  limited  degree  in  Canada. 
There  is,  then,  a  noticeable  resemblance  between  the  Canadian  na- 
tional legislative  process  and  that  found  in  the  provincial  legislatures. 
One  who  has  observed  the  process  in  Ottawa  will  have  no  trouble 
understanding  the  proceedings  in  Regina,  Edmonton,  or  Victoria. 
Political  parties  and  party  discipline  are  equally  important  to  the  work- 
ings of  the  parliamentary  system  in  the  provincial  legislatures.  But  an 
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important  contrast  is  apparent  immediately.  Nationally,  the  two  major 
parties  are  the  Liberals  and  the  Progressive  Conservatives.  Most  of  the 
time  in  this  century  the  Liberals  have  been  the  majority  party  in  Ot- 
tawa. But  in  no  provincial  legislature  in  Canada  does  the  Liberal  Party 
have  a  majority  in  1983.  Furthermore,  third  parties  actually  have  ma- 
jorities in  some  of  the  provincial  legislatures.  Three  third  parties  that 
now,  or  have  recently,  controlled  provincial  governments  are  the  New 
Democratic  Party  (NDP),  the  Parti  Quebe'cois  |PQ),  and  the  Social 
Credit  Party. 

Third  parties  have  never  flgured  prominently  in  the  House  of  Com- 
mons. The  New  Democratic  Party  now  has  32  seats  in  Ottawa  out  of  a 
total  of  282  seats  in  the  national  House.  But  until  recently  NDP  was  the 
majority  party  in  Saskatchewan,  and  once  had  a  majority  in  British  Col- 
umbia for  three  years.  With  the  defeat  of  NDP  by  the  Progressive  Con- 
servatives in  1982  in  Saskatchewan,  the  PCs  now  control  eight  of  the 
ten  provincial  legislatures  (although  they  are  the  Opposition  Party  in 
Ottawa).  The  government  of  Quebec  is  controlled  by  the  Parti 
Queb^cois,  and  British  Columbia  is  ruled  by  the  Social  Credit  Party. 

Even  when  the  same  party  has  a  majority  in  a  provincial  legislature  and 
in  the  national  parliament,  cooperation  between  the  two  levels  of 
government  is  not  automatic.  Provincial  parties  are  organized  separate- 
ly from  national  parties.  Provincial  elections  do  not  necessarily  coin- 
cide with  national  elections.  And  provincial  interests  often  clash  with 
national  interests.  Two  recent  examples  of  clashing  provincial  and  na- 
tional interests  may  be  observed  in  the  strong  separatist  movement  in 
the  Province  of  Quebec,  with  conflict  even  when  the  Liberals  had 
simultaneous  majorities  in  Ottawa  and  Quebec  City,  and  in  the  colli- 
sion over  national  energy  policy  between  the  Progressive  Conservative 
Alberta  government  of  Premier  Lougheed  and  the  Liberal  national 
government  of  Prime  Minister  Trudeau. 

Structure  of  the  Legislative  Assemblies 

The  legislatures  in  the  three  provinces  of  Western  Canada  are 
unicameral,  each  consisting  of  a  single  house.  They  differ  in  size,  salary 
and  party  control.  There  are  57  seats  in  the  British  Columbia  Legislative 
Assembly  and  in  1982  the  Social  Credit  Party,  which  formed  the 
government,  held  31  seats,  while  the  opposition,  represented  by  the 
New  Democratic  Party,  had  26  seats.  Members  of  the  Legislative 
Assembly  are  paid  annually  the  salary  of  J26,200  with  an  additional 
$13,100  for  expenses.  The  premier  received  $35,800  salary  in  addition 
to  the  member's  expense  allowance.  Other  ministers,  the  speaker,  and 
the  leader  of  the  opposition  are  paid  more  than  the  member's  salary, 
but  less  than  the  salary  paid  the  premier. 


There  are  79  seats  in  the  Alberta  Legislative  Assembly,  of  which  75  cur- 
rently (1983)  are  held  by  the  Progressive  Conservatives.  The  province  is 
noted  for  long  periods  of  one  party  domination,  with  at  best  weak  op- 
positions. Currently,  the  official  opposition,  NDP,  has  only  two  seats, 
while  two  members  are  independents.  Members  of  the  Legislative 
Assembly  are  paid  $22,050  plus  a  $6,485  expense  allowance  and  up  to 
$50  per  day  when  in  session  if  necessarily  away  from  home.  The 
premier  receives  $41,265  plus  allowances  for  expenses.  Other 
ministers  and  leaders  receive  lesser  amounts  than  the  premier,  but  in 
excess  of  the  member's  salary. 

There  are  64  seats  in  the  Saskatchewan  Legislative  Assembly.  To  il- 
lustrate the  changing  fortunes  of  electoral  politics  in  this  prairie  prov- 
ince, the  NDP  controlled  the  legislature  elected  on  October  18,  1978, 
with  44  seats  compared  to  only  15  held  by  the  official  opposition,  the 
PCs.  But  in  the  April  1982  election,  the  New  York  Times  (April  28, 
1982)  reported  "an  overwhelming  upset,"  with  the  PCs  under  Grant 
Devine  winning  57  seats  and  reducing  the  NDP  to  a  tiny  opposition  of 
seven  members.  This  outcome  brought  to  an  end  an  11-year  period  in 
which  NDP,  under  the  leadership  of  Allen  Blakeney,  had  maintained 
control.  The  Assembly  members  are  paid  $10,908  annually,  plus  ex- 
penses of  $9,729  and  sessional  expenses  of  $5,896.  The  premier  is  paid 
$32,136  and  receives  expense  allowances  paid  other  members. 
Ministers  and  other  leaders  are  paid  amounts  between  that  paid  the 
Premier  and  that  received  by  individual  members. 

Members  of  the  legislatures  of  the  three  provinces  are  elected  from 
single  member  districts  for  terms  of  up  to  five  years,  subject  to  the  con- 
dition that  elections  may  be  scheduled  earlier  by  the  Lieutenant  Gover- 
nor upon  the  recommendation  of  the  Premier.  Candidates  for  seats  in 
the  legislature  may  run  as  nominees  of  a  political  party  or  as  in- 
dependents. Occasionally  an  independent  is  elected,  but  the  bulk  of  the 
membership  of  any  legislature  is  made  up  of  persons  who  were 
nominated  by  one  of  the  political  parties.  Nominations  are  not,  as  in 
Montana,  through  competition  in  a  direct  primary,  but  through  the 
decision  of  the  party's  constituency  association.  The  acceptance  of  a 
party  nomination  implies  a  willingness  to  accept  the  policies  and  pro- 
grams of  the  particular  party,  and  to  accept  its  discipline  during  a 
legislative  session. 

The  backgrounds  and  experience  of  members  of  the  legislatures  in  the 
provinces  of  Western  Canada  parallel  those  typical  of  members  of 
American  state  legislatures.  In  the  current  (1983)  Alberta  Legislative 
Assembly,  for  example,  of  the  79  members,  73  are  male  and  6  are 
female.  By  occupation,  22  are  farmers,  19  are  businessmen,  11  are 
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lawyers,  and  11  are  educators.  Of  the  total  membership,  43  are  univer- 
sity graduates.  Average  age  of  members  is  46.2  years,  and  their  varied 
religious,  group  and  fraternal  affiliations  are  comparable  to  those  of 
American  state  legislators. 

The  terminology  used  to  label  meetings  of  the  Legislative  Assemblies 
differs  from  province  to  province  although  all  provincial  legislatures  do 
observe  annual  sessions.  In  Alberta,  one  year  of  legislative  activity  is 
referred  to  as  a  session.  There  is  a  spring  sitting,  which  begins  in  early 
March  and  lasts  until  mid-May,  and  a  fall  sitting,  beginning  in  mid- 
October  and  lasting  for  three  or  four  weeks.  Taken  together,  the  two  sit- 
tings constitute  a  session.  Bills  left  over  from  the  spring  sitting  may  be 
considered  at  the  fall  sitting.  A  series  of  sessions  is  called  a  legislature, 
which  finally  ends  with  a  dissolution  decree  signed  by  the  Lieutenant 
Governor  upon  recommendation  of  the  Premier. 

The  formal  head  of  government  in  each  of  the  provinces  is  an  official 
called  the  Lieutenant  Governor,  whose  powers  and  duties  bear  little 
resemblance  to  the  office  of  Lieutenant  Governor  in  Montana.  The  pro- 
vincial Lieutenant  Governor  is  chosen  by  the  national  Prime  Minister, 
and  has  ceremonial  powers  that  are  executed  on  the  recommendation 
of  the  provincial  Premier.  Thus,  the  office  resembles  that  of  the  Gover- 
nor General  nationally,  and  of  the  monarch  under  the  British  system. 
The  Lieutenant  Governor  designates  as  Premier  of  the  province  at  the 
beginning  of  a  new  legislature  the  leader  of  the  party  that  commands  a 
majority  in  the  legislative  body.  The  Lieutenant  Governor  also  per- 
forms the  usual  ceremonial  duties  associated  with  this  titular  role,  and, 
upon  recommendation  of  the  Premier,  dissolves  the  Legislative 
Assembly  and  calls  for  new  elections. 

The  officers  of  the  Legislative  Assembly  include  a  speaker,  a  clerk,  and 
a  sergeant  at  arms.  The  Speaker  is  chosen  from  the  majority  party  and 
may  serve  in  that  office  for  any  number  of  sessions.  One  Speaker  of  the 
Alberta  Legislative  Assembly  served  for  a  record  17  years  under  Social 
Credit  governments.  The  Speaker  is  expected  to  be  an  impartial 
presiding  officer,  and  is  responsible  for  maintaining  order  and 
decorum.  Once  chosen,  the  Speaker  no  longer  votes  or  takes  part  in 
debate  and  does  not  sit  in  the  meetings  of  the  majority  (government! 
party  caucus.  When  the  Speaker  is  absent,  there  is  a  Deputy  Speaker 
who  acts  for  the  Speaker,  and  who  also  presides  when  the  legislative 
body  is  in  Committee  of  the  Whole  Assembly. 

The  actual  work  of  the  Legislative  Assembly  is  conducted  under  the 
leadership  of  the  Premier  and  the  Cabinet  Ministers.  Cabinet  Ministers, 
who  must  be  elected  members,  play  a  dual  role  in  the  provincial 
government.  They  are  leaders  in  a  collective  effort  to  secure  the 
passage  of  the  government's  legislative  program,  occupying  the  front 


benches  in  the  legislature.  But  most  of  them  also  head  administrative 
departments  of  the  provincial  government,  and  they  are  responsible  for 
the  work  of  their  respective  departments.  The  size  and  scope  of  one 
provincial  government,  that  of  Alberta,  can  be  seen  in  its  budget  for  the 
1979-1980  fiscal  year  which  totalled  in  excess  of  $4.5  billion.  The  actual 
day-to-day  work  of  the  provincial  governments  is  in  the  hands  of  a 
public  service,  chosen  through  a  merit  process,  and  directed  by 
ministers  (department  heads)  who  remain  responsible  to  the  legislative 
body  for  the  conduct  of  their  department. 

The  three  western  provinces  have  established  the  provincial  office  of 
Ombudsman.  In  British  Columbia,  for  example,  the  Ombudsman  is 
empowered  by  statute  to  investigate  complaints  of  citizens  about  public 
officials'  actions.  The  influence  of  the  Ombudsman  is  based  on  a 
capacity  to  investigate  and  publicize  improper  official  acts,  and  to  per- 
suade administrators  to  correct  improper  practices,  rather  than  on  any 
formal  powers  to  prosecute  or  adjudicate  citizen  charges.  If  the  govern- 
ment official  in  question  is  unresponsive  to  Ombudsman  recommenda- 
tions for  remedies,  the  Ombudsman  may  take  those  recommendations 
to  the  Cabinet  and  ultimately  to  the  Legislative  Assembly. 

The  Parliamentary  System  in  Operation 

After  the  provincial  election,  it  is  the  duty  of  the  Lieutenant  Governor 
to  designate  the  leader  of  the  party  that  has  captured  the  most 
legislative  seats  to  form  a  government,  since  the  previous  government's 
mandate  to  govern  expired  with  the  dissolution  of  the  previous 
Legislative  Assembly.  The  party  leader  assumes  the  office  of  Premier 
and  proceeds  to  select  the  other  members  of  the  Cabinet,  with  whom 
the  Premier  will  share  responsibility  for  conducting  the  affairs  of  policy 
and  administration  in  the  new  session.  Thus  are  the  actual  legislative 
and  executive  functions  of  government  combined  in  the  Cabinet- 
Legislative  Assembly  relationship,  where,  in  contrast,  they  are 
separated  from  one  another  into  distinct  branches  in  all  American 
states. 

Premiers  choose  their  Cabinet  Ministers  from  the  talented  members  of 
the  majority  party,  and  prefer  those  who  have  displayed  party  loyalty, 
skill  in  debate,  and  perhaps  some  specialized  knowledge  in  the  area  for 
which  they  are  asked  to  assume  responsibility.  Cabinet  sizes  differ 
from  province  to  province.  Alberta  has  29  members  in  its  Cabinet, 
while  the  British  Columbia  and  Saskatchewan  Cabinets  each  number 
20  ministers.  When  the  Legislative  Assembly  is  not  sitting,  the  full 
responsibility  for  the  conduct  of  the  affairs  of  government  rests  on  the 
Cabinet,  which  is  granted  great  discretionary  powers,  including  the 
power  to  spend  money. 
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Once  Cabinet  proposals  for  legislation  are  introduced  in  the  Legislative 
Assembly  of  the  province,  their  passage  is  usually  automatic.  This,  of 
course,  is  due  to  party  cohesion  in  voting  in  the  parliamentary  system. 
Checks  may  be  imposed,  however,  by  the  backbenchers.  When  they 
express  opposition  to  a  Cabinet  proposal,  it  may  be  modified  or  discon- 
tinued, although  backbench  opposition  is  infrequent  in  caucus,  and  is 
more  likely  to  address  efforts  at  modifying  rather  than  blocking 
Cabinet  Proposals  before  their  introduction.  The  contrasting  success 
rates  for  Cabinet-sponsored  legislation  and  bills  introduced  by  private 
members  (often  of  the  opposition)  is  shown  by  the  following  table: 


Fate  of  Government  Sponsored  and  Private 
Member  Bills,  Alberta  Legislative  Assembly 


Year 


Government  Bills 
Introduced  Enacted 


Private  Member  Bills 
Introduced  Enacted 


1978 

75 

75 

59 

1 

1979 

78 

73 

26 

0 

1980 

97 

91 

44 

0 

1981 

100 

97 

52 

0 

Source:  The  19th  Alberta  Legislature:  A  Users'  Guide,  p.  51. 


The  proper  functioning  of  a  parliamentary  body  requires  that  a  majori- 
ty party  accept  responsibility  for  the  shaping  of  policy  and  its  ad- 
ministration by  the  departments,  but  also  that  there  be  an  opposition. 
The  opposition  party  performs  the  role  in  debate  of  questioning  and  op- 
posing the  government  measures.  Its  role  seems  impossible,  because  it 
cannot  have  hope  of  winning,  given  its  minority  status  and  the  tradition 
of  party  discipline  that  prevails  in  Canadian  legislative  bodies.  Opposi- 
tion debate  and  criticism,  however,  serve  to  keep  the  government  on  its 
toes  and  responsible.  Eventually,  too,  the  opposition  party  may  im- 
prove its  prospects,  win  an  election  and  come  to  power.  The  figures 


presented  previously  indicate  that  oppositions  differ  in  size  from  prov- 
ince to  province.  Alberta  represents  one  extreme  with  a  tradition  of  the 
opposition  party  having  few  seals  and  being  weak.  By  contrast  the  Con- 
servative Party  opposition  to  NDP  in  Saskatchewan  was  sufficiently 
robust  to  oust  the  government  in  a  recent  election. 

The  Legislative  Process 

When  a  provincial  legislature  is  in  session,  it  follows  a  procedure 
similar  to  that  followed  by  the  national  House  of  Commons  in  Ottawa. 
A  sitting  opens  when  the  Speaker,  preceded  by  the  Sergeant  at  Arms 
carrying  the  Mace,  enters  the  chamber.  An  opening  prayer  is  followed 
by  the  daily  routine,  including  committee  reports,  introduction  of  bills 
and  introduction  of  guests;  this  routine  is  concluded  by  the  question 
period.  A  second  phase  of  the  legislative  day  is  given  over  to  what  is 
known  as  "orders  of  the  day.  "  This  is  the  serious  phase  in  the 
legislative  process,  with  debate  occurring. 

Proposals  for  legislation  in  provincial  legislatures  often  originate  in 
departments.  Whatever  the  source,  they  receive  extensive  depart- 
mental and  Cabinet  review  before  they  are  considered  by  the  majority 
caucus.  It  is  not  surprising  that  government  bills,  once  introduced,  fare 
so  well  in  the  legislative  process. 

All  of  the  provincial  Legislative  Assemblies  observe  the  traditional  pro- 
cedure of  the  three  readings.  The  first  reading  of  the  bill  includes  a 
basic  statement  of  the  purposes  of  the  legislation.  On  second  reading 
the  principles  of  the  proposed  legislation  are  debated.  If  there  is  any  op- 
position at  second  reading,  the  bill  is  referred  to  the  committee  of  the 
whole  for  a  more  detailed  examination.  It  is  only  after  this  stage  that  the 
bill  receives  committee  consideration.  Committees  do  not  engage  in 
substantive  revisions  on  the  scale  of  American  legislative  committees 
but  are  confined  essentially  to  the  task  of  improving  the  language  of  the 
bill. 

Final  action  on  proposed  legislation  occurs  on  third  reading.  Substan- 
tive changes  may  not  be  proposed  here,  and  debate  is  restricted.  Voting 
in  parliamentary  bodies  may  be  by  roll  call  vote  or  it  may  take  the  form 
of  supporters  and  opponents  of  the  bill  going  to  the  respective  division 
lobbies,  from  which  they  emerge  after  being  counted  by  tellers.  After 
legislative  enactment,  the  bill  receives  the  approval  of  the  Lieutenant 
Governor,  a  ceremonial  act  that  puts  the  legislation  into  effect  at  a  date 
specified.  Canadian  provincial  Lieutenant  Governors  once  had  the 
power  to  "reserve"  bills,  deferring  their  final  enactment  into  law  until 
they  had  been  reviewed  by  the  national  government,  but  no  reservation 
of  a  bill  has  occurred  in  more  than  twenty  years. 
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Each  year,  the  spring  sitting  of  the  Legislative  Assembly  opens  with  the 
Speech  from  the  Throne,  which  sets  forth  the  broad  outlines  of  the  pro- 
gram the  government  (Cabinet)  intends  to  introduce  in  the  session.  It  is 
the  counterpart  of  the  Montana  Governor's  "State  of  the  State" 
message.  The  speech  is  read  by  the  Lieutenant  Governor,  but  is 
prepared  for  him  by  the  Cabinet  under  the  leadership  of  the  Premier. 
The  tradition  of  having  such  an  opening  address  goes  back  to  the  British 
Parliament,  where  the  monarch  delivers  the  message  to  both  Houses  of 
Parliament. 

The  activities  of  provincial  governments  must  be  funded,  and  the 
development  of  the  budget  is  an  important  part  of  the  work  of  the 
Legislative  Assembly.  In  Canada,  provinces  account  for  a  larger  share 
of  public  spending  than  does  the  national  government,  the  provincial 
share  now  being  60  percent  of  all  public  funds  expended  in  Canada.  In 
the  United  States,  on  the  other  hand,  the  national  government  accounts 
for  nearly  twice  as  much  public  spending  as  do  the  states. 

In  the  provincial  Legislative  Assemblies  the  budget,  known  as 
Estimates,  is  presented  to  the  legislature  on  budget  day  in  what  is  called 
the  "budget  speech."  After  the  formal  presentation  of  the  Estimates,  a 
number  of  days  (a  maximum  of  six  in  Saskatchewan,  for  example)  is  set 
aside  for  a  debate,  which  compares  spending  for  the  past  year  with  pro- 
posals for  the  ensuing  fiscal  year.  Each  minister  outlines  his  own 
department's  financial  needs  and  priorities,  and  the  Opposition  may 
express  its  disagreeement  with  the  Government  Estimates  and  offer 
alternatives.  Opposition  members  may  also  offer  no-confidence 
motions,  which  normally  are  automatically  defeated.  If  a  no-confidence 
motion  carries,  the  Government  will  resign  and  new  elections  will  be 
held,  or  a  new  Government  that  can  command  a  vote  of  confidence  will 
be  formed  from  the  existing  legislature. 

Following  debate  on  the  Estimates,  the  appropriations  bill  is  intro- 
duced, containing  the  amounts  that  have  been  agreed  upon.  Debate  on 
this  bill  is  limited  to  a  maximum  of  two  days  in  Saskatchewan,  after 
which  it  proceeds  to  adoption.  The  comparative  ease  with  which  the 
budget  can  be  dealt  with  in  provincial  legislatures  illustrates  the  man- 
ner in  which  executive  and  legislative  functions  are  combined.  There 
being  no  independent  executive  comparable  to  the  governor  in  Mon- 
tana, there  is  little  likelihood  that  the  estimates  submitted  at  the  outset 
of  the  budgetary  process  will  differ  much  from  the  amounts  contained 
in  the  appropriations  legislation  as  enacted  into  law. 

The  Oral  Question  Period 

At  each  day's  sitting,  the  oral  question  period  also  occurs  in  the  provin- 
cial   legislatures.    The    Opposition    may    ask    questions    of    the 


Government's  front  bench,  the  Cabinet  ministers  and  Premier.  In 
Saskatchewan  a  25- minute  question  period  is  provided  each  day.  Alber- 
ta boasts  the  longest  question  period  in  Canada,  allowing  up  to  45 
minutes  for  this  procedure. 

Members  may  also  address  written  questions  to  Cabinet  ministers  with 
48  hours  advance  notice.  The  Minister  does  so  if  able  to  provide  the  in- 
formation requested  in  writing  within  the  48-hour  period.  If  the 
necessary  information  cannot  be  secured  quickly,  the  Minister  can  re- 
quest a  motion  for  a  "return.  "  Such  returns,  if  approved  by  the 
Assembly,  permit  a  longer  period  for  reply. 

In  summary,  there  are  a  number  of  safeguards  imposed  on  the  unfet- 
tered powers  of  parliamentary  majorities.  In  the  first  place,  the 
Government  of  the  day  owes  its  majority  to  the  election  campaign  if 
conducted  on  the  issues  dealt  with  by  the  Government's  legislative  pro- 
gram. The  Government  must  also  consider  the  prospect  that  it  will  have 
to  defend  its  actions  in  another  election  no  longer  than  five  years  after 
the  previous  election.  The  Government  must  gain  the  support  of  its 
backbenchers  in  caucus,  where  some  modification  of  legislation  may 
occur.  And  within  the  legislative  process  proper,  there  are  provisions 
for  debate,  as  well  as  the  opportunity  for  the  Opposition  to  challenge 
the  Government  in  the  Question  Period  each  day. 

Comparisons  with  the  Montana  Legislature 

American  and  Canadian  legislative  procedures  evolved  from  a  common 
ancestry  of  the  British  Parliament.  In  North  America,  constitutional 
development  followed  divergent  paths  in  the  United  States  and 
Canada.  The  result  has  been  the  adaptation  of  a  common  legislative 
tradition  to  the  differing  geographical,  historical  and  cultural  factors 
that  have  conditioned  the  divergent  responses  of  the  two  countries.  By 
way  of  summary,  the  two  approaches  are  compared  with  respect  to  a 
number  of  aspects  that  are  concerns  of  both  systems. 

(1)  Constituency.  Montana  chooses  its  legislators  from  single-member 
districts  whose  boundaries  are  drawn  so  that  each  district  will  have 
about  the  same  number  of  people.  The  principle  of  "one  person,  one 
vote"  is  followed.  The  Canadian  provincial  legislatures  adhere  to  the 
same  concept.  In  both  countries  it  is  fundamental  that  authority 
ultimately  comes  from  the  people,  and  that  most  of  the  political  deci- 
sions are  implemented  through  the  work  of  elective  legislative  bodies: 
the  principle  of  representative  democracy.  In  both  the  Montana  and  the 
provincial  legislatures,  procedures  exist  for  redrawing  district  lines 
from  time  to  time  to  reflect  population  shifts.  Individual  legislators  are 
expected  to  represent  the  interests  and  preferences  of  the  residents  of 
their  respective  constituencies. 
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|2)  Elections.  Representative  democracy  requires  the  holding  of  free 
elections  in  which  citizens  may  choose  representatives  and  indicate 
policy  choices.  In  Montana  and  the  Canadian  provinces,  any  adult  resi- 
dent citizen  is  eligible  to  vote,  with  the  usual  exceptions  for  persons  in- 
carcerated or  mentally  incompetent.  Voter  registration  systems  differ, 
in  that  Montana  voters  are  required  to  register  by  contacting  some 
registration  official,  while  it  is  practice  in  the  provinces  for  eligible 
voters  to  be  contacted  by  an  official  at  their  residence.  Consequently,  a 
greater  percentage  of  eligible  voters  in  Canadian  provinces  (in  theory, 
all)  are  registered  than  in  Montana.  Another  important  difference  is 
that  general  elections  are  held  every  two  years  in  Montana  to  elect 
legislators,  whereas  in  the  provinces  elections  do  not  follow  a  regular 
calendar  pattern,  but  are  held  on  proclamation  by  the  Lieutenant 
Governor,  or  held  at  least  once  every  five  years.  Furthermore,  while 
Montana  uses  the  direct  primary  to  choose  the  nominees  of  the  respec- 
tive parties,  the  provinces  leave  this  to  the  discretion  of  the  party  con- 
stituency associations. 

(3)  Political  Parties.  In  the  provinces  of  Canada  and  in  Montana, 
political  parties  play  an  important  part  in  the  legislative  process.  Im- 
mediately, one  discovers  that  Canadian  provincial  parties  may  have  dif- 
ferent names  from  the  major  parties  nationally  in  Canada.  Third  par- 
ties, such  as  the  Social  Credit,  the  Parti  Quebe'cois  and  the  New 
Democratic  Party  vie  with  some  success  in  the  legislative  races  with  the 
well-known  Liberal  and  Conservative  Parties.  The  Liberals  form  the 
government  in  Ottawa,  but  they  are  not  in  power  in  any  of  the  ten  prov- 
inces. Most  of  the  time  in  the  United  States  the  party  that  has  a  majority 
of  seats  in  the  U.S.  Congress  will  control  most  of  the  state  legislatures. 
Also,  third  parties  have  had  little  success  in  winning  power  in 
American  state  politics:  Montana's  legislature  has  always  had  one  of 
the  two  major  national  parties  as  its  majority  party. 

(4)  Party  Discipline.  The  other  important  difference  between  political 
parties  in  the  Montana  legislature  and  in  the  three  provinces  of 
Western  Canada  is  that  while  party  members  in  Montana  are  expected 
to  vote  with  their  party,  they  often  do  not,  except  on  issues  of  organ- 
izing the  House  and  Senate;  in  Canada,  party  members  do  vote  with 
their  party  on  all  policy  issues.  Discipline  is  never  100  percent  effective 
but  comes  much  closer  to  that  ideal  in  Canada  than  in  Montana.  The 
parliamentary  system  requires  a  measure  of  party  discipline  to  func- 
tion. The  separation  of  powers  approach  puts  less  stress  on  party 
government,  and  reflects  the  American  ideal  of  checks  and  balances 
and  concern  for  minority  rights.  The  Canadian  system  is  majoritarian, 
and  facilitates  the  implementation  of  majority  wishes.  The  Montana 
system  makes  it  easier  for  organized  minorities  to  block  or  delay  action 
on  policy  questions. 


(5)  Bicameralism  and  Unicameralism.  Montana,  and  all  but  one  of 

America's  other  forty-nine  states,  has  a  bicameral  legislature.  All  of  the 
provincial  legislatures  in  Canada  now  are  unicameral. 

(6)  Executive-Legislative  Relations.  The  American  principle  of 
separation  of  powers  is  reflected  in  the  Montana  Constitution.  Before  a 
bill  becomes  a  law  in  Montana,  it  must  be  approved  by  the  governor.  If 
the  veto  is  exercised,  the  legislation  must  be  passed  over  the  veto  by  an 
extraordinary  majority.  The  governor  makes  recommendations  to  the 
legislature,  and  prepares  the  executive  budget  message.  The  governor 
chooses  the  department  heads  who  comprise  the  cabinet  and  ad- 
minister the  departments  of  state  government.  The  governor' s  recom- 
mendations to  the  legislature  receive  attention,  but  there  is  no 
legislative  obligation  to  enact  them  into  law.  The  parliamentary  system 
differs  most  completely  at  this  point.  The  executive  and  legislative 
functions  are  joined.  The  cabinet,  led  by  the  premier,  is  responsible 
both  for  administering  the  departments  of  government,  and  for 
developing  the  legislative  agenda.  The  cabinet's  proposals  for  legisla- 
tion are  the  matters  that  receive  serious  attention  within  the  legislative 
assembly  of  the  province,  and  failure  to  enact  a  critical  policy  proposal 
will  normally  lead  to  the  dissolution  of  the  assembly  and  a  call  for  new 
elections. 

(7)  The  Legislative  Process.  In  the  two  systems  procedural  re- 
quirements often  are  similar.  All  bills  receive  three  readings.  There  are 
similar  methods  of  voting,  and  affirmative  action  by  majority  vote  is 
necessary.  Both  systems  use  the  committee  of  the  whole.  But  there  are 
differences.  The  very  design  of  the  seating  arrangement  in  provincial 
legislatures  has  the  government  members  facing  the  opposition  across  a 
space  between  the  two  sides.  The  speaker  has  less  power  in  the  prov- 
inces, and  serves  mainly  as  an  impartial  presiding  officer,  devoid  of  the 
political  leadership  role  which  is  the  hallmark  of  the  House  speaker  in 
Montana.  Committees  play  a  far  more  influential  role  in  Montana  than 
they  do  in  the  Western  provinces.  Once  legislation  is  enacted  in  the 
provinces,  it  goes  into  effect  upon  the  automatic  proclamation  of  the 
Lieutenant  Governor,  who  may  not  veto  or  delay  its  enactment.  The 
courts  may  not  intervene  in  policy  matters  to  the  extent  possible  in 
Montana  and  the  U.S. 

(8)  Budgetary  Process.  In  Montana  the  governor  proposes  an  ex- 
ecutive budget,  and  the  legislature  also  receives  the  proposals  of  its 
legislative  fiscal  analyst.  These  proposals  are  subject  to  extensive 
review  and  revision  by  the  appropriation  committees  of  both  houses 
before  final  enactment.  In  the  Canadian  provinces,  the  budget  is 
presented  by  the  finance  minister,  and  is  routinely  enacted  after  the 
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debate  it  receives  in  the  legislature.  There  is  not  nearly  as  much  oppor- 
tunity for  revisions  after  the  proposed  budget  has  won  the  approval  of 
the  cabinet.  Should  the  cabinet  and  its  premier  lose  a  vote  on  the 
budget  as  proposed,  it  would  be  tantamount  to  a  vote  of  no  confidence 
and  the  government  would  resign  and  new  elections  be  held. 

Conclusion.  From  the  foregoing  it  is  clear  that  while  the  legislature  of 
Montana  has  much  in  common  with  those  of  Saskatchewan,  Alberta, 
and  British  Columbia,  the  parliamentary-cabinet  system  differs  funda- 
mentally from  the  separation  of  powers  model  followed  in  Montana. 
Each  system  has  important  strengths  and  weaknesses.  The  greatest  vir- 
tue of  the  Canadian  system  is  that  it  is  easier  to  enact  into  law  those 
policies  supported  by  partisan  majorities.  Montana  has  chosen  to  give 
greater  weight  to  protecting  minority  interests,  and  it  is  easier  in  this 
state  than  in  Canada  for  an  organized  minority  to  delay  legislation. 


CONVERGENCE  of  FEDERAL  and  PARLIAMEN- 
TARY PRINCIPLES 

Combining  federalism  with  the  parliamentary  system  is  a  grand  experi- 
ment in  Canada.  The  parliamentary  principle  stresses  that  the  govern- 
ment actually  has  the  right  to  govern;  Ottawa  has  the  capacity  to  be 
decisive.  The  federal  system,  however,  has  evolved  into  a  quite  decen- 
tralized system  with  the  provinces  exercising  considerable  authority, 
especially  in  resource  issues.  This  convergence  produces  a  natural 
polarization  in  which  the  provincial  governments  stand  for  the  region 
and  the  federal  government  represents  the  heartland. 

Can  the  two  principles  continue  to  coexist?  The  parliamentary  principle 
has  been  more  modified  by  the  federal  principle  than  vice  versa. 
Regionalism  shows  up  in  the  evolution  of  Canada  into  a  multi-party 
system  in  which  third  parties  have  developed  their  bases  in  the  pro- 
vinces. If  third  parties  grow  in  strength,  Canada  may  be  doomed  to 
minority  governments  that  undermine  the  parhamentary  principle. 


FEDERAL  ELECTION  RESULTS:  FEBRUARY  18.  1980 


LIBERALS  =147 

PROGRESSIVE 
CONSERVATIVES  =103 


NEW  DEMOCRATIC 
PARTY  =  32 

CANADA  TOTAL 
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JUSTICE  AND  RIGHTS 


The  Legal  System 
PERSPECTIVE 

Both  United  States  and  Canada  can  trace  the  roots  of  their  legal  system 
to  the  common  law  of  England.  For  an  American  familiar  with  criminal 
law,  it  would  be  an  easy  matter  to  understand  the  criminal  law  of 
Canada.  The  crimes  of  burglary,  robbery,  and  murder,  for  example,  are 
defined  in  Canada  much  as  the  same  crimes  are  defined  in  the  United 
States.  Further,  an  American  could  observe  a  Canadian  court  and 
understand  the  rules  of  evidence  and  the  general  court  procedures. 
Canadian  appellate  court  decisions  can  be  used  as  precedent  by  courts 
in  the  United  States,  and  Canadian  courts  can  adopt  decisions  of 
American  judges.  Notwithstanding  these  similarities,  Canada  has  its 
own  culture  and  history  reflected  in  the  structure  and  procedures  of  its 
criminal  justice  system. 

The  British  North  American  Act  of  1867  (BNA)  is  the  legal  document 
that  established  Canadian  confederation.  The  BNA  provided  that  the 
federal  parliament  would  have  the  exclusive  jurisdiction  to  enact 
criminal  laws.  The  Act,  however,  granted  to  the  provinces  the  power  to 
enforce  the  criminal  code.  Thus,  unlike  the  United  States,  the  power  to 
enact  criminal  law  in  Canada  rests  exclusively  with  the  federal  govern- 
ment and  the  jurisdiction  to  enforce  those  laws  resides  with  the  provin- 
cial authorities.  The  BNA  also  allowed  the  provinces  to  enact  and  en- 
force legislation  in  certain  specific  areas,  including  property  and  civil 
rights  in  the  provinces  and  health  and  education.  The  provinces  have 
passed  legislation  regulating  liquor  as  well  as  traffic.  Municipalities 
within  the  provinces  can  enact  ordinances  governing  such  behavior  as 
disorderly  conduct,  automobile  parking  and  drunkenness. 


The  Criminal  Code  is  the  primary  source  of  Canadian  criminal  law. 
First  enacted  by  the  federal  parliament  in  1892,  the  Code  defines 
crimes  and  governs  essential  procedures  such  as  the  right  to  bail,  ap- 
peals and  police  powers.  The  BNA  also  allowed  the  federal  government 
to  legislate  laws  for  the  "Peace,  Order,  and  Good  Government  of 
Canada."  Equally,  the  BNA  gave  the  federal  government  authority  to 
enact  legislation  in  areas  that  were  not  expressly  assigned  to  the  prov- 
inces. The  Canadian  federal  government  has  passed  a  number  of  laws 
under  each  of  these  provisions,  including  the  crime  of  treason,  the  Nar- 
cotic Control  Act,  the  Food  and  Drug  Act  and  the  Customs  and  Excise 
Act.  These  federal  laws  are  also  enforced  by  the  federal  government. 

POLICE 

The  structure  of  policing  in  Canada  is  different  than  that  in  the  United 
States.  Since  the  BNA  gives  the  provinces  the  power  to  enforce  criminal 
laws,  they  also  have  the  power  to  establish  police  forces.  However,  on- 
ly two  provinces,  Ontario  and  Quebec,  have  provincial  pohce  forces. 
Municipalities  within  the  provinces  also  have  authority  to  establish 
their  own  police  agency. 

The  most  colorful  and  famous  police  agency  in  Canada  is  the  Royal 
Canadian  Mounted  Police  (RCMP|.  The  RCMP  is  a  federal  police  agen- 
cy established  to  enforce  federal  laws.  However,  in  recent  years  the 
power  of  the  RCMP  has  expanded  considerably  through  contracts  with 
provinces  and  cities.  The  three  Western  provinces,  British  Columbia, 
Saskatchewan  and  Alberta,  have  contracted  with  the  federal  govern- 
ment to  have  the  RCMP  provide  provincial  law  enforcement.  Munici- 
palities in  these  provinces  have  also  contracted  to  have  the  RCMP  pro- 
vide city  police  services.  Under  these  agreements  the  RCMP  officers 
are  given  authority  to  enforce  provincial  and  municipal  laws  as  well  as 
the  Federal  Criminal  Code. 

While  it  is  commonly  believed  that  only  small,  isolated  communities 
have  contracted  with  the  RCMP  for  police  services,  larger  municipal- 
ities have  also  entered  into  agreements  with  the  RCMP.  As  an  example, 
the  city  of  Burnaby,  British  Columbia,  has  contracted  with  the  RCMP 
for  law  enforcement  and  the  RCMP  has  a  detachment  of  approximately 
200  officers  to  patrol  the  city. 

The  powers  of  the  police  in  Canada  are  similar  to  those  in  the  United 
States.  The  authority  to  make  arrests,  the  permissible  use  of  force  and 
the  requirements  for  search  warrants  differ  little.  However,  there  are  at 
least  two  major  differences  in  the  rules  governing  police  behavior. 
First,  prior  to  1982,  Canada  did  not  have  an  exclusionary  rule.  Fruits  of 
an  illegal  search  or  a  questionable  confession  as  defined  by  United 
States  law  might  have  been  admissible  in  a  Canadian  court.  Second, 
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RCMP  officers  who  are  assigned  exclusively  to  the  enforcement  of 
federal  laws  can  apply  for  and  obtain  a  writ  of  assistance.  The  writ  em- 
powers the  holder  to  enter  any  dwelling  house  at  any  time  and  search 
the  premises,  as  well  as  searching  people  within  the  home.  The  only 
restriction  on  this  extraordinary  power  is  that  the  officer  must  have 
"reasonable  grounds"  to  enter  the  dwelling.  Once  the  officer  has  been 
granted  the  writ  it  is  good  until  the  officer  is  relieved  from  enforcing 
federal  law.  The  writ  of  assistance  has  come  under  attack  in  Canada, 
particularly  in  light  of  recently  revealed  abuses  of  the  writ  by  the 
RCMP. 

COURT  SYSTEM 

Like  the  United  States,  Canada  has  both  federal  and  local  courts. 
However,  unlike  the  United  States,  Canada  has  only  two  federal  courts; 
the  Supreme  Court  of  Canada  and  the  Federal  Court  of  Canada.  The 
Supreme  Court  of  Canada  is  an  appellate  court  and  hears  appeals  from 
the  highest  provincial  appeal  courts.  In  addition,  the  Supreme  Court  of 
Canada  is  empowered  to  render  opinions  on  constitutional  or  other 
matters  when  they  are  referred  to  the  court  by  the  Governor  General 
or,  in  some  cases,  by  Parliament.  Thus,  unlike  the  United  States 
Supreme  Court,  the  Canada  Supreme  Court  has  the  power  to  make 
decisions  without  the  need  for  litigation  or  litigants.  This  court  decides 
claims  made  against  the  government  of  Canada,  and  thus  may  have  an 
indirect  influence  on  the  operation  of  federal  agencies  of  criminal 
justice.  If  the  federal  court  makes  a  ruling  regarding  a  prisoner  in  a 
federal  penitentiary,  for  example,  that  ruling  may  influence  the  opera- 
tion of  federal  institutions. 

The  provincial  parliaments  have  created  a  number  of  courts  arranged 
in  a  hierarchy.  The  lower  provincial  courts,  the  Justice  of  the  Peace  and 
the  Provincial  Court  are  staffed  with  provincially  appointed  judges. 
The  Justices  of  the  Peace  are  located  throughout  the  provinces,  except 
in  major  cities.  Although  in  many  provinces  the  Justices  of  the  Peace 
cannot  conduct  trials,  they  are  important  in  the  criminal  process 
because  most  criminal  cases  are  initiated  through  their  office.  Provin- 
cial Court  judges  are  also  located  throughout  the  province.  These  courts 
are  basically  trial  courts;  approximately  75  percent  to  90  percent  of  all 
criminal  cases  will  be  disposed  of  in  the  Provincial  Courts.  The  provin- 
cial court  levels  also  serve  as  a  family  court,  juvenile  court,  traffic  court 
and  small  claims  court. 

In  addition  to  the  Justice  of  the  Peace  and  Provincial  Courts,  each  prov- 
ince has  County  or  District  Courts.  These  courts  are  responsible  for  the 
trial  of  serious  criminal  cases  and  are  generally  located  in  the  various 
counties  or  districts  within  the  province.  Judges  for  these  courts,  unlike 
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the  Justice  of  the  Peace  or  Provincial  Court  judges,  are  appointed  by  the 
federal  government.  The  next  higher  level  of  court  within  the  province 
is  the  Supreme  or  Superior  Court.  The  judges  for  these  courts  are  also 
appointed  by  the  federal  government.  The  organization  of  this  court  dif- 
fers among  the  provinces.  In  some  jurisdictions,  the  Supreme  or 
Superior  Court  has  two  sections:  a  trial  division  and  an  appellate  divi- 
sion. The  trial  division,  sometimes  referred  to  as  the  Court  of  Queens 
Bench,  is  responsible  for  the  trial  of  the  most  serious  criminal  cases. 
The  appellate  division  is  the  highest  appeals  court  within  some  prov- 
inces. In  other  provinces,  the  Supreme  or  Superior  Court  is  exclusively 
a  trial  court.  These  provinces  have  added  another  court,  often  titled  the 
Appeals  Court.  The  Appeals  Court,  with  its  federally  appointed  judges, 
is  the  highest  appellate  court  within  these  provinces  but  has  no  trial 
jurisdiction. 

DEFINITION  OF  CRIME 

In  order  to  comprehend  the  procedures  used  in  the  Canadian  courts,  it 
is  necessary  to  understand  the  classification  of  crime  established  by  the 
Canadian  federal  parliament.  Near  the  turn  of  the  century,  the  Cana- 
dian government  eliminated  the  historical  distinction  between  felonies 
and  misdemeanors.  In  its  place,  the  federal  parliament  classified 
criminal  acts  into  three  categories.  "Offenses  Punishable  on  Summary 
Conviction"  are  those  crimes  punishable  by  no  more  than  six  months 
imprisonment.  "Indictable  Offenses"  are  those  crimes  punishable  by 
six  months  or  more  incarceration.  The  term  indictable  should  not  be 
confused  with  an  indictment  from  a  Grand  Jury  as  used  by  some  states 
and  the  United  States  government;  there  is  no  Grand  Jury  in  most 
Canadian  provinces  (apparently  the  one  exception  is  Nova  Scotia).  The 
third  category  of  offenses  is  referred  to  as  "Mixed  or  Dual  Offenses." 
There  are  a  number  of  crimes  in  the  Canadian  Criminal  Code  that  can 
carry  terms  of  either  less  than  six  months  or  six  months  or  more  im- 
prisonment. The  "Mixed  Offenses"  can  be  processed  through  the 
system  either  as  "Summary  Conviction  Offenses"  or  "Indictable  Of- 
fenses." The  provincial  Crown  Council  has  exclusive  authority  to 
choose  the  type  of  offense  to  be  filed.  The  Crown  Counsel  is  the  Cana- 
dian prosecuting  attorney,  and  is  appointed  by  the  Attorney  General  of 
the  province.  The  office's  authority  is  similar  to  the  authority  of  pro- 
secutors in  the  United  States. 

PROSECUTION  PROCEDURES 

Generally,  the  prosecution  for  Summary  Conviction  Offenses  begins 
with  the  filing  of  an  information  before  the  Justice  of  the  Peace.  Anyone 
can  file  an  information,  although  the  majority  are  filed  by  police  of- 
ficers. The  Justice  of  the  Peace  handles  preliminary  matters  such  as 


bail:  if  the  individual  is  not  in  custody  the  magistrate  can  require  the  in- 
dividual, through  a  summons,  to  appear  in  court.  Further,  the  Justice  of 
the  Peace  can  order  suspects  to  appear  at  a  police  station  for  finger- 
printing, and  can  issue  arrest  warrants  for  accused  criminals.  In  some 
provinces  the  Justice  of  the  Peace  is  empowered  to  try  some  "Summary 
Conviction  Offenses."  However,  in  other  provinces  he  or  she  has  no 
trial  jurisdiction.  In  cases  of  "Summary  Conviction  Offenses"  over 
which  the  Justice  of  the  Peace  has  no  trial  authority,  the  case  must  be 
transferred  to  one  of  the  Provincial  Courts.  A  "Summary  Conviction 
Offense"  is  handled  by  the  Provincial  Court  without  a  jury,  and  it 
generally  takes  little  time  to  dispose  of  the  case. 

Prosecution  for  an  "Indictable  Offense"  generally  begins,  like  action 
on  the  "Summary  Conviction  Offense,"  with  the  filing  of  an  informa- 
tion before  the  Justice  of  the  Peace.  After  handling  the  preliminary  mat- 
ters, the  Justice  of  the  Peace  must  transfer  the  case  to  the  Provincial 
Court,  which  will  hold  a  preliminary  hearing.  If  the  Provincial  Court 
judge  finds  that  there  is  sufficient  evidence  to  go  forward  with  the  case, 
the  next  stage  of  the  procedure  will  depend  upon  the  seriousness  of  the 
crime  and  its  potential  penalty.  If  the  crime  carries  life  imprisonment 
(Canada  does  not  have  the  death  penalty)  or  is  of  a  serious  nature,  the 
case  must  be  tried  in  the  Supreme/Superior  Court.  However,  if  the  case 
is  a  "minor"  "Indictable  Offense,"  such  as  theft  under  $200.00  or  ob- 
taining property  by  false  pretense,  the  case  must  be  tried  in  the  Provin- 
cial Court  without  jury  (the  Provincial  Court  never  conducts  trials  with 
juries).  In  all  other  indictable  offenses  such  as  burglary,  robbery,  theft 
of  more  than  $200.00  and  forgery,  the  accused  may  elect  one  of  three 
different  methods  of  trial.  The  defendant  may  choose  to  be  tried  in  the 
Provincial  Court  without  jury,  in  the  County/District  Court  with  or 
without  jury,  or  in  the  Supreme/Superior  Court  with  or  without  jury. 
As  a  matter  of  practice,  most  of  these  cases  are  tried  before  the  Provin- 
cial Court  or  the  County/District  Court. 

All  "Indictable  Offenses"  are  tried  by  indictment  drawn  up  and  filed  in 
the  appropriate  court  by  the  Crown  Counsel  after  completion  of  the 
preliminary  hearing.  On  occasion  the  Crown  Counsel  can  proceed  by 
direct  indictment  against  the  accused,  which  eliminates  the  need  for  a 
preliminary  hearing.  This  is  rarely  done  and  has  been  criticized  as  de- 
nying the  defendant's  right  to  a  preliminary  hearing. 

The  Canadian  Crown  Counsels  have  wide  discretionary  powers  in 
making  prosecutorial  decisions.  Perhaps  the  most  controversial  prac- 
tice engaged  in  by  prosecutors  is  plea  bargaining.  Studies  in  Canada 
have  documented  that  both  prosecutors  and  police  engage  in  plea 
bargaining.  However,  the  extent  of  plea  bargaining  throughout  Canada 
remains  a  matter  of  conjecture.  Plea  bargaining,  although  coming 
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under  increasing  attack  in  Canada,  continues  as  a  bureaucratic 
mechanism  to  combat  increasing  case  loads  and  costs  of  criminal  trials. 

DEFENDANTS'  RIGHTS 

Unlike  criminal  defendants  in  the  United  States,  accused  individuals  in 
Canada  have  a  right  to  a  jury  trial  only  if  the  crime  they  allegedly  com- 
mitted carries  a  penalty  of  five  or  more  years  incarceration. 
Hypothetically,  a  defendant  who  commits  a  crime  carrying  a  maximum 
term  of  three  years  imprisonment  cannot  obtain  a  trial  by  jury, 
regardless  of  the  court  in  which  he  or  she  chooses  to  be  tried.  Further- 
more, in  those  cases  in  which  the  defendant  may  choose  a  jury  trial,  it  is 
not  an  absolute  right.  A  defendant  can  be  forced  to  accept  a  jury  trial  by 
the  Attorney  General  of  the  province.  This  practice  of  requiring  the 
defendant  to  accept  a  jury  trial  is  rarely  done,  and  then  only  in  serious 
or  celebrated  cases. 

Defendants  in  the  Canadian  criminal  justice  system  have  no  constitu- 
tional right  to  a  court-appointed  attorney.  However,  the  provinces  have 
developed  three  methods  whereby  indigent  defendants  can  obtain  free 
counsel.  The  judicare  model,  which  is  used  in  Alberta,  allows  a  defen- 
dant to  choose  a  private  attorney  who  is  participating  in  the  legal  aid 
program.  Although  the  attorney  is  paid  by  the  legal  aid  society,  the 
defendant  can  hire  the  participating  attorney  he  or  she  prefers.  The 
salaried  staff  model  is  similar  to  the  public  defender  system  used  in 
larger  metropolitan  areas  in  the  United  States.  All  participating  at- 
torneys are  on  the  staff  of  the  legal  aid  society,  and  the  defendant  has 
no  choice  over  who  is  assigned  to  the  case.  The  third  model,  used  in 
British  Columbia  and  Saskatchewan,  is  a  mix  of  these  two  concepts. 
Under  the  mixed  system,  both  private  and  legal  aid  attorneys  provide 
legal  services  to  indigent  defendants.  Defendants  are  entitled  to  free 
legal  aid  if  they  are  charged  with  an  "Indictable  Offense."  In  most 
provinces,  a  defendant  charged  with  a  "Summary  Conviction  Offense" 
may  obtain  free  counsel  if  there  is  a  likelihood  that  he  or  she  will  go  to 
jail  or  will  lose  a  livelihood. 

SENTENCING  and  CORRECTIONS 

Canada  has  an  indefinite  sentencing  structure,  whereby  the  federal 
parliament  establishes  the  maximum  term  for  each  crime,  and  the 
sentencing  judge  imposes  the  actual  sentence.  The  sentencing  alter- 
natives available  to  Canadian  judges  are  similar  to  those  available  to 
judges  in  the  United  States.  Canadian  judges  can  place  an  individual  on 
probation,  order  restitution,  place  the  defendant  in  a  community  treat- 
ment program,  incarcerate  the  individual  in  a  provincial  or  federal  in- 
stitution, and/or  impose  a  fine.  There  are  a  few  crimes  that  require  a 


mandatory  sentence.  For  example,  first  and  second  degree  murder  re- 
quire life  imprisonment;  a  second  conviction  for  impaired  driving 
(DWI)  requires  a  14-day  jail  term;  and  if  convicted  for  DWI  a  third 
time,  the  offender  must  serve  three  months  in  jail. 

The  jurisdictional  division  between  the  federal  government  and  the 
provinces  over  correctional  services  is  governed  by  the  Criminal  Code 
through  the  "rule  of  two."  Any  defendant  who  is  sentenced  to  jail  or 
placed  on  probation  for  a  period  no  longer  than  two  years  less  one  day 
falls  under  the  jurisdiction  of  the  province.  A  prisoner  sentenced  for 
two  years  or  more  comes  under  the  authority  of  the  federal  govern- 
ment. 

The  three  Western  provinces  have  their  own  institutions  for  provincial 
prisoners.  They  all  have  probation  services  available  for  those  in- 
dividuals sentenced  to  no  more  than  two  years  less  one  day  and  placed 
on  probation.  However,  each  province  administers  its  correctional  ser- 
vices differently.  As  an  example,  in  British  Columbia  correctional  ser- 
vices fall  within  the  Ministry  of  the  Attorney  General,  whereas  in 
Saskatchewan  the  correctional  branch  is  located  within  the  Department 
of  Social  Services. 

At  the  federal  level,  corrections  is  the  responsibility  of  the  Correctional 
Service  of  Canada.  This  office  administers  all  federal  prisons,  and 
supervises  all  individuals  on  probation  for  two  years  or  more. 

The  National  Parole  Board  has  the  responsibility  of  making  parole  deci- 
sions regarding  prisoners  housed  in  both  provincial  and  federal  prisons. 
Ironically,  a  prisoner  sentenced  to  a  provincial  institution  must  rely 
upon  the  federal  government  for  early  release;  the  same  prisoner  would 
fall  within  the  exclusive  jurisdiction  of  the  provincial  authorities  if  he 
or  she  were  placed  on  probation.  This  paradox  has  led  one  Western 
province,  British  Columbia,  to  estabhsh  its  own  parole  board  for  pro- 
vincial prisoners.  The  concept  of  parole  has  come  under  increasing 
criticism  in  Canada.  Some  critics  have  argued  for  the  elimination  of 
parole,  while  others  have  suggested  a  tightening  of  paroling  decisions. 

MONTANA/CANADIAN  LAW 
ENFORCEMENT  INTERACTIONS 

Historically,  there  has  been  a  great  deal  of  cooperation  between  the 
RCMP,  in  particular,  and  law  enforcement  officials  in  Montana's  north- 
ern counties.  Although  no  scientific  survey  has  been  conducted,  con- 
versations with  Montana  law  enforcement  officials  in  counties  with 
major  points  of  entry  with  Canada  have  indicated  a  high  level  of  coop- 
eration between  police  authorities  in  the  two  countries.  This  cooper- 
ation can  be  seen  in  the  annual  International  Crime  Coordinating  Con- 
ference, which  alternates  between  Canada  and  Montana  sites.  The 
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meeting,  although  primarily  a  social  event,  allows  Canadian  and  Mon- 
tana law  enforcement  officials  to  exchange  information. 

In  addition  to  this  organization,  the  law  enforcement  officials  in  north- 
eastern Montana  have  an  association  with  North  Dakota  and  Saskatche- 
wan referred  to  as  the  MontDakSask  Peace  Officers  Association.  This 
association  meets  once  a  year  as  well,  primarily  as  a  social  gathering, 
but  it  also  exchanges  information  on  a  regular  basis. 


states— Montana  included— are  attempting  to  tighten  their  exclusionary 
rules. 

The  Charter  of  Rights  guarantees  such  fundamental  freedoms  as  con- 
science, religion,  thought,  opinion  (including  freedom  of  the  press  and 
media),  peaceable  assembly  and  religion.  The  Charter  also  designates 
rights  regarding  democratic  practices,  mobility,  legal  standing, 
languages,  education  and  equality.  Article  15  (1)  states  that: 


Constitutional  Changes 

CHARTER  of  RIGHTS 

In  early  1982,  Canada  enacted  a  new  Constitution,  the  Canada  Act, 
which  contains  for  the  first  time  a  Charter  of  Rights  and  Freedoms. 
Many  of  the  provisions  of  the  Charter  are  similar  to  those  found  in  the 
Bill  of  Rights  of  the  United  States  Constitution,  as  well  as  in  Article  II  of 
the  Montana  Constitution.  Although  it  is  too  early  to  predict  the  impact 
of  the  Canada  Act  on  the  Canadian  system  of  criminal  justice,  there  are 
two  major  changes  under  the  Act. 

Article  24  states:  |1|  Anyone  whose  rights  or  freedoms,  as  guaranteed 
by  this  Charter,  have  been  infringed  or  denied  may  apply  to  a  court  of 
competent  jurisdiction  to  obtain  such  remedy  as  the  court  considers  ap- 
propriate and  just  in  the  circumstances. 

(2)  Where,  in  proceedings  under  subsection  (1),  a  court  concludes  that 
evidence  was  obtained  in  a  manner  that  infringed  or  denied  any  rights 
or  freedoms  guaranteed  by  this  Charter,  the  evidence  shall  be  excluded 
if  it  is  established  that,  having  regard  to  all  the  circumstances,  the  ad- 
mission of  it  in  the  proceeding  would  bring  the  administration  of  justice 
into  disrepute. 

As  the  first  change,  subsection  (2)  indicates  that  Canada  has  adopted,  as 
part  of  the  Canada  Act,  an  exclusionary  rule.  It  is  also  clear  that  the  ra- 
tionale for  the  rule  is  different  than  that  which  has  evolved  in  the 
United  States.  The  United  States  Supreme  Court  cited  two  reasons  for 
its  exclusionary  rule:  that  courts  should  not  sanction  unconstitutional 
behavior  on  the  part  of  governmental  agencies  or  individuals  in  the  law 
enforcement  systems;  and  that  the  exclusionary  rule  would  operate  as  a 
deterrent  against  unconstitutional  police  activities.  Recently,  the  ma- 
jority on  the  United  States  Supreme  Court  has  accepted  the  deterrent 
rationale  as  the  primary  basis  for  the  exclusionary  rule.  Canada,  on  the 
other  hand,  justified  the  exclusionary  rule  on  the  moral  grounds  that 
tainted  evidence  may,  "...bring  the  administration  of  justice  into 
disrepute."  It  may  be  ironic  that  Canada  is  moving  in  the  direction  of  a 
more  liberal  approach  to  exclusion  of  evidence  while  many  U.S. 


.  .  .  every  individual  is  equal  before  the  taw  and  has  the  right  to  the  equal 
protection  and  the  equal  benefit  of  the  law  without  discrimination  and,  in 
particular,  without  discrimination  based  on  race,  national  or  ethnic  origin, 
color,  religion,  sex,  age  or  mental  or  physical  disability. 

For  the  first  time  in  Canadian  history  basic  human  rights  are  guaran- 
teed by  specific  constitutional  provisions;  heretofore  such  rights  have 
been  protected  by  statute  and  custom,  as  is  typical  of  a  British-type 
parliamentary  democracy.  Enforcement  of  these  rights  is  now  a  matter 
for  the  courts,  although  the  Canadian  Human  Rights  Commission,  a 
federal  agency  charged  with  administering  the  anti-discrimination  pro- 
visions of  the  1978  Human  Rights  Act,  continues  to  function.  Since 
Canada's  judges  are  appointed  by  the  government,  there  is  some  ap- 
prehension that  certain  rights,  for  example  those  pertaining  to  equality 
and  minority  languages,  might  not  be  consistently  upheld.  In  addition, 
Indian  and  other  native  groups  are  not  satisfied  with  a  package  of  con- 
stitutional rights  which  does  not,  as  yet,  acknowledge  their  aboriginal 
title  to  land  and  their  continued  existence  as  collectivities  rather  than 
assemblages  of  individual  citizens.  Confirmation  of  the  real  weight  in 
practice  of  the  charter  will  require  time  and  court  challenges  as  well  as 
some  probable  future  amendments. 

In  the  year  since  the  Charter  of  Rights  and  Freedoms  became  part  of 
Canada's  fundamental  law,  some  500  cases  have  required  judicial  inter- 
pretation of  its  provisions.  In  most  cases,  lower  courts  have  upheld  ex- 
isting laws,  but  unconstitutional  violations  of  civil  rights  were  found  in 
about  40  percent  of  cases  reaching  courts  of  appeal.  The  Supreme  Court 
of  Canada  has  yet  to  pronounce  on  the  Charter,  an  event  which  will 
doubtless  be  decisive  for  Canada's  further  constitutional  development, 
but  it  appears  that  the  Charter  has  already  had  profound  effects  on  the 
role  of  courts  and  the  protection  of  civil  liberties  in  Canada. 

Examples  of  recent  significant  court  challenges  include  the  following: 

(1)  Writs  of  assistance,  which  enabled  named  police  officers  to  enter 
and  search  any  house  at  any  time,  have  been  struck  down  as  violations 
of  basic  freedoms  and  the  Charter's  guarantee  of  unreasonable  search.' 
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(2)  The  Ontario  Court  of  Appeal  ruled  that  Family  Courts  which  have 
conducted  closed  session  under  the  Juvenile  Delinquent's  Act  must  be 
opened  to  press  and  public. 

(3|  B.C.  courts  have  found  that  certain  provisions  of  new  highway 
legislation  "contravened  principles  of  fundamental  justice"  and  that 
the  provincial  legislature  could  not  deny  the  vote  to  paroled  convicts. 

(4)  The  Chief  Justice  of  the  Quebec  Superior  Court  decided  that 
Quebec's  Bill  101  (regarding  language  policy)  could  not  prevent  parents 
from  educating  their  children  in  English. 

(5)  Censorship  laws  in  Ontario  have  been  struck  down  by  the 
province's  Supreme  Court  because  legal  criteria  to  guide  the  censors 
was  absent. 

(6)  Procedure  in  criminal  cases,  including  restrictions  on  bail  and 
reverse-onus  clauses  encumbering  the  presumption  of  innocence  prin- 
ciple, has  had  to  change. 

As  is  evident  in  these  cases,  Canadian  courts  are  now  empowered  to 
pass  on  statutory  content— the  qualitative  substance  of  legislation— and 
judges  must  test  whether  laws  enacted  by  provincial  assemblies  and  the 
federal  government  coincide  with  principles  of  fundamental  justice. 
(Such  principles  are  manifested  on  a  case-by-case  basis.)  Under  the 
Constitution  and  the  Charter  certain  rights  lie  beyond  the  reach  of 
Parliament  and  the  provinces.  Thus  Parliament  and  the  legislatures  are 
no  longer  supreme.  "The  Charter"  explained  the  Ontario  Supreme 
Court  in  a  recent  declaration,  "establishes  a  constitutionally  mandated 
enclave  for  the  protection  of  rights  into  which  government  intrudes  at 
its  peril." 

This  qualification  of  the  parliamentary  principle  and  Canadian  political 
tradition  is  bound  to  have  an  impact  on  the  way  individual  citizens 
view  their  rights  in  relation  to  government  authority.  Canadians  are  ac- 
customed to  acquiescing  in  the  face  of  the  arbitrary  exercise  of  power 
by  public  officials.  Deference  to  authority  is  an  important  part  of  Cana- 
dians' social  inheritance  as  former  British  subjects.  A  law  professor  at 
the  University  of  Ottawa  has  described  the  changes  in  attitude  wrought 
by  the  Charter's  influence  "a  fascinating  mutation  in  the  Canadian 
character."  Such  a  mutation  could  have  political  ramifications  in  the 
future,  since  resistance  to  government  authority  and  the  new  emphasis 
on  protection  of  civil  rights  brings  Canadians  closer  in  line  with 
American  thinking  and  patterns  of  justice. 

The  Charter  of  Rights  remains  controversial.  It  does  not  contain 
language  protecting  rights  to  property.  The  liberal  government  in- 
cluded property  rights  in  an  early  draft  of  the  Charter  in  1980,  but 


deleted  the  reference  because  of  protests  from  the  Socialist  New 
Democratic  Party  and  from  provinces  like  Saskatchewan  and  Prince 
Edward  Island  which  feared  it  would  limit  their  power  to  expropriate 
and  to  hmit  ownership  of  land  by  non-residents. 

The  Progressive  Conservative  Party  has  long  sought  the  entrenchment 
of  property  rights  in  the  Constitution,  and  has  proposed  an  amendment 
which  would  inject  the  clause  "enjoyment  of  property"  into  the  first 
part  of  the  Charter  where  rights  to  life,  liberty  and  security  of  person 
are  already  proclaimed.  It  is  too  early  to  tell  whether  such  a  change 
would  survive  the  new  amending  process,  but  the  Liberals  have 
already  agreed  to  support  the  property  clause  so  long  as  debate  on  the 
subject  in  the  House  of  Commons  is  kept  within  certain  limits. 


NATIVE  RIGHTS 

Native  rights  hinge  on  aboriginal  rights  conferred  by  a  royal  proclama- 
tion made  two  centuries  ago  and  given  backing  by  recent  court  deci- 
sions. Descendants  of  Canada's  original  inhabitants  have  a  territorial 
right  that  can  be  extinguished  only  by  an  agreement  with  the  federal 
government.  There  are  about  300,000  'status'  Indians  in  Canada  and 
over  one  million  "non-status  "  Indians  and  Metis.  Status  Indians  are 
recognized  by  law  (the  Indian  Act)  and  to  such  rights  as  free  education 
and  medical  care.  These  rights  have  emerged  through  interpretations  of 
treaties  signed  by  some  tribes  (not  all)  whose  "reserve  "  land  is  held 
communally  by  a  "band."  Metis  and  non-status  Indians  have  a  native 
heritage  but  no  legal  standing  as  Indians.  They  have  no  reserve  land 
and  no  special  rights  under  federal  jurisdiction.  (Indians  lose  their 
status  through  the  legal  process  of  enfranchisement  or  marriages  to 
non-Indians  by  women;  the  mixed  blood  Metis  and  descendents  of  per- 
sons who  have  received  land  or  money  from  the  government  are  not  en- 
titled  to  register  as  Indians.)  The  approximately  23,000  Inuit  who  in- 
habit Canada's  Arctic  north  are  recognized  by  law  but  also  have  no 
reserves  or  treaties  with  the  Canadian  government. 

Part  IV  of  the  Constitution  Act  required  that  a  constitutional  conven- 
tion composed  of  the  Prime  Minister  and  the  first  ministers  (Premiers) 
of  all  the  provinces  be  convened  within  one  year  and  that  the  identifica- 
tion and  definition  of  Canada's  aboriginal  peoples  be  included  on  the 
conference  agenda.  This  requirement  was  fulfilled  in  March  1983  but 
to  almost  nobody's  satisfaction:  there  was  misunderstanding,  disagree- 
ment and  barely  a  beginning  at  mutual  comprehension  of  one  another's 
positions  between  the  federal,  provincial  and  native  groups  involved. 
In  the  end,  all  agreed  to  meet  again  within  a  year  and  twice  more  by 
1990. 
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The  Charter  of  Rights  and  Freedoms  and  other  provisions  of  the  Con- 
stitution have  not  been  fully  accepted  by  most  of  Canada's  native  peo- 
ple, who  feel  their  own  rights  and  their  own  values  have  yet  to  be 
acknowledged  and  therefore  are  not  entrenched  in  Constitutional  law. 
There  is  growing  native  nationalism  and  an  increasing  demand  for 
native  sovereignty  within  Canada.  Leaders  of  native  groups  insist  that 
their  concept  of  nationhood  and  sovereignty  are  not  separatist,  pressing 
instead  the  idea  that  native  peoples  require  that  they  be  recognized  as 
collectively  distinct  from  the  rest  of  Canadians  and  possessing  of  the 
right  to  govern  themselves  within  the  structure  of  confederation.  The 
native  concept  of  sovereignty  entails  self-control  and  access  to  enough 
mineral  and  other  resources  to  enable  the  "Indian  nation"  to  be 
economically  independent. 

There  is  some  dissension  among  native  groups  as  to  what  constitutes 
rights,  although  all  fear  the  imposition  of  white  concepts  such  as  the 
propriety  and  justice  inherent  in  land  ownership.  Many  Indians  think 
in  terms  of  land  use  rather  than  ownership.  Natives  also  question  any 
move  to  make  their  rights  subject  to  provincial  governments,  some  of 
whom  have  been  overtly  hostile  to  provincial  recognition  of  special 
rights,  especially  when  they  involve  land  claims  and  other  economic 
development  concerns. 

The  Constitutional  conference  produced  a  statement  of  political  intent 
to  reconvene  in  a  year's  time  and  to  introduce  resolutions  in  the  respec- 
tive legislatures  to  amend  the  Constitution  by  enshrining  land  claims 
settlements  and  a  series  of  further  first  ministers'conferences  between 
now  and  the  next  decade.  A  far-reaching  statement  of  principles  com- 
mitting the  governments  to  an  elaboration  of  native  rights,  the  recogni- 
tion of  some  form  of  native  government  and  the  preservation  and 
enhancement  of  native  culture  and  traditions  was  dropped.  Several 
provincial  governments  (including  Alberta]  felt  the  ramifications  of 
such  a  statement  were  not  well  understood  and  resented  being 
pressured  into  commitments  by  native  leaders  and  federal  officials. 
The  future  of  native  rights  and  claims  in  Canada  is  unclear  but  Indian 
and  other  aboriginal  groups  have  clearly  demonstrated  their  determina- 
tion to  secure  greater  autonomy  and  their  unwillingness  to  accept  the 
Charter  of  Rights  and  Freedoms  as  their  primary  source  of  legal  protec- 
tion. 


WOMEN'S  RIGHTS  and  the  CONSTITUTION 

Until  1980,  formal  legal  rights  did  not  rank  as  high  on  the  list  of 
women's  issues  as  such  things  as  affirmative  action,  equal  pay  for  equal 
work,  the  provision  of  child,  health  and  emergency  care,  reproductive 
freedom  of  choice  and  pension  reform.  The  process  of  constitutional 
change,  however,  brought  into  the  women's  movement  many  people 
who  had  previously  believed  that  Canadian  society  was  already 
egalitarian  with  respect  to  women.  The  drive  for  equal  legal  rights  thus 
developed  in  response  to  the  federal  government's  determination  to  en- 
trench the  Charter  of  Rights  and  Freedoms  in  the  Constitution  during 
the  patriation  process. 

Section  15  (1|  states  ....  "Every  individual  is  equal  before  the  law  and 
has  the  right  to  the  equal  protection  and  equal  benefit  of  the  law 
without  discrimination  and,  in  particular,  without  discrimination  based 
on  race,  national  or  ethnic  origin,  colour,  religion,  sex,  age  or  mental  or 
physical  disability."  A  second  paragraph  allows  for  affirmative  action 
programs.  But  concerned  women  pointed  out  early  on  that  Section  15 
simply  granted  equality  in  the  procedures  rather  than  the  content  of 
laws  and  did  not  guarantee  that  women  would  qualify  for  affirmative 
action. 

A  massive  lobby  effort  in  1981  succeeded  in  securing  further  protec- 
tion: Section  28  states  that  "Notwithstanding  anything  in  this  Charter, 
the  rights  and  freedoms  referred  to  in  it  are  guaranteed  equally  to  male 
and  female  persons."  The  legal  force  of  this  provision  is  unclear, 
however;  it  could  be  viewed  as  a  philosophical  guide  to  constitutional 
interpretation,  but  it  could  also  come  into  conflict  with  other  sections  of 
the  Constitution  Act.  The  absence  of  a  general  statement  of  purpose 
within  the  Act  regarding  women's  status  theoretically  renders  the  equal 
protection  clause  subject  to  the  overriding  authority  of  Parliament. 

The  question  of  whether  Parliament  or  the  courts  have  final  say  over 
rights  in  Canada  remains  uncertified  and  uncertain,  so  final  assessment 
of  women's  gains  as  a  result  of  constitutional  change  will  have  to  come 
after  judicial  and  political  developments  in  the  next  few  decades. 

Women  still  occupy  marginal  space  in  the  national  political  process. 
Men  continue  to  dominate  all  departments  of  government  by  a  wide 
margin,  and  the  classic  stereotypes  of  male  and  female  roles  are  clearly 
reflected  in  the  distribution  of  female  employees  among  the  various 
ministries,  those  with  large  clerical  staffs  having  the  largest  percentage 
of  female  workers.  The  same  is  generally  true  of  the  industrial 
workplace. 
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ECONOMY  AND  TRADE 


The  Canadian  Economy 

We  are  the  world's  largest  producer  of  nickel,  but  we  are  net  importers  of 
stainless  steel  and  manufactured  nickel  products,  including  "cold  climate" 
nickel-cadmium  batteries;  we  are  the  world's  second  largest  producer  of 
aluminum,  but  we  import  it  in  its  more  sophisticated  forms.  .  .  We  are  the 
world's  largest  exporter  of  pulp  and  paper,  but  we  import  much  of  our  fine 
paper  and  virtually  all  of  the  highly  sophisticated  paper,  such  as  backing  for 
photographic  film  and  dielectric  papers  for  use  in  electronic  components;  we 
are  one  of  the  world's  principal  sources  of  platinum,  but  it  is  all  exported  for 
refining  and  processing  and  reimported  in  finished  forms;  we  are  large  ex- 
porters of  natural  gas  and  petroleum,  but  we  are  net  importers  of  petro- 
chemicals; and,  although  we  are  the  world's  foremost  exporter  of  raw 
asbestos  fibres,  we  are  net  importers  of  manufactured  asbestos  products. 

Pierre  L.  Bourgalt 

Innovation  and  the  Structure  of 

Canadian  Industry  11972} 

PERSPECTIVE 

In  1904,  Prime  Minister  Wilfred  Laurier  proudly  declared  "the  20th 
Century  belongs  to  Canada.  "  It  was  a  bold  statement,  but  not  an  unrea- 
sonable one,  considering  Canada's  vast  territory,  burgeoning  popula- 
tion and  ample  reserves  of  unexploited  mineral  and  agricultural 
resources.  The  country  was  brimming  with  economic  potential  and 
corresponding  expectations  of  unmatched  and  ever-increasing  pros- 
perity. A  society  that,  on  the  whole,  perceived  itself  to  be  an  exemplar 
of  stability— unsullied  by  bitter  racial  conflicts,  open  class  warfare, 
grinding  poverty,  revolutionary  upheavals— did  indeed  seem  uniquely 
qualified  to  enjoy  the  fruits  of  rapid  material  progress  and  gain  the 


world's  admiration  and  respect.  The  century  promised,  and  later 
delivered  to  much  of  the  world  tragedy  upon  tragedy,  severe  economic 
disruption,  and  unprecedented  social  turbulence. 

The  picture  remained  bright  for  a  long  time  in  Canada.  Having  sur- 
vived the  Great  Depression,  participated  in  two  world  wars,  and  estab- 
lished a  functional  independence  within  the  British  Commonwealth, 
Canada  emerged  in  the  latter  half  of  the  20fh  century  a  prosperous  and 
relatively  stable  democracy.  Even  at  the  height  of  its  performance  in 
the  postwar  era,  however,  the  Canadian  economy  remained  in  many 
ways  underdeveloped  and  subject  to  investment  decisions  made  out- 
side the  country.  Effective  control  over  economic  poUcy  had  shifted 
only  from  London  to  the  boardrooms  of  corporate  America.  Unending 
and  increasingly  virulent  internal  disagreements  over  the  extent  of 
federal  jurisdiction  and  the  conflicts  between  the  Western  provinces 
and  those  in  Central  Canada  placed  further  constraints  upon  in- 
digenous development. 

Today,  Canada,  like  other  Western  democracies,  is  suffering  from  the 
combined  ill-effects  of  inflation,  unemployment,  lagging  productivity, 
balance  of  payments  problems,  huge  public  deficits  and  a  wide  range  of 
political  difficulties  all  of  which  impair  the  country's  ability  to  further 
develop  and  diversify  its  economy.  While  still  richly  endowed  with 
economic  resources  and  potentially  capable  of  making  tremendous 
material  and  social  advancements,  the  Canadian  state  has  yet  to  fulfill 
Laurier' s  celebrated  statement  of  optimism.  It  is  Canada  that  belongs  to 
the  20th  century,  rather  than  the  other  way  around. 

ECONOMIC  CONDITIONS 

The  Canadian  economy  is  small  and  open.  Canada's  total  population 
numbers  about  25  million,  roughly  one-tenth  that  of  the  United  States. 
International  trade  constitutes  a  much  larger  proportion  of  its  gross  na- 
tional product  (25  percent)  than  the  U.S.  GNP  (10  percent).  Conse- 
quently, the  Canadian  economy  is  markedly  more  vulnerable  than  the 
U.S.  economy  to  influences  and  disruptions  in  the  world  trade  system. 
Canadian  entrepreneurs  and  financial  institutions  have  to  compete 
with  their  American  and  other  foreign  counterparts  for  capital  in  the 
money  markets  of  New  York,  London  and  Europe.  No  other  advanced 
industrial  country  in  the  world  has  been  penetrated  so  successfully  and 
completely  by  foreign  direct  investment,  most  of  it  through  subsidiaries 
of  U.S. -based  multinational  corporations. 

Historically,  economic  development  in  Canada  has  been  based  on  the 
exploitation  of  natural  resources.  Over  the  past  three  centuries,  the 
hinterland  of  what  was  once  New  France,  then  British  North  America, 
and  finally  Canada,  has  yielded  valuable  economic  staples— fish,  fur, 
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forest  products,  grain— that  have  provided  the  foundations  for  growth 
and  the  spin-off  activities  essential  to  economic  diversification. 
Canada's  extraordinarily  rich  endowments  of  forest  and  agricultural 
lands,  fuel  and  non-fuel  minerals,  ocean  fisheries  and  fresh  water  con- 
tinue to  be  the  source  of  the  country's  economic  strength.  In  the  Cana- 
dian West,  particularly  Alberta,  a  new  staple— petroleum— is 
generating  a  whole  new  wave  of  industrial  and  manufacturing  pursuits 
as  well  as  developing  increased  demand  for  consumer  products,  ad- 
vanced technology,  improved  transportation  facilities  and  investment 
capital. 

Ontario  and  Quebec  have  long  been  Canada's  heartland  provinces.  In- 
dustrialization sprang  up  early  (and  kept  pace  with  the  United  States)  in 
the  heavily  populated  areas  around  the  Great  Lakes  and  the  St. 
Lawrence  River.  Montreal  once  served  as  the  foremost  entrepot,  or  dis- 
tribution center,  for  raw  materials  and  staple  products  from  Canada's 
North  and  West  frontiers.  In  modern  times,  the  highly  urbanized 
Montreal-Toronto-Windsor  corridor  along  the  north  shores  of  Lake  Erie 
and  Lake  Ontario  has  been  the  center  of  Canada's  manufacturing  in- 
dustries and  the  country's  hub  of  development  finance. 

Over  the  past  two  decades,  however,  economic  activity  has  shifted 
westward.  This  trend  will  probably  continue  for  the  rest  of  the  century 
because  the  distribution  of  natural  resources  favors  the  Western  prov- 
inces. The  West  comprises  nearly  70  percent  of  the  total  land  area  in 
Canada  and  has  a  population  over  6  million,  a  quarter  of  the  total 
population  of  Canada.  Much  of  Canada's  remaining  economic  potential 
lies  within  this  region  (which  includes  the  Yukon  and  most  of  the  Nor- 
thwest Territories),  with  more  than  half  of  all  marketable  timber,  80 
percent  of  arable  farmland,  almost  all  the  proven  oil  reserves  and  most 
of  the  potential  resources  of  coal,  natural  gas,  potash,  and  uranium. 

Despite  the  West's  considerable  advantages,  continued  development 
and  diversification  will  depend  on  a  number  of  domestic  and  inter- 
national factors.  Economic  growth  in  Manitoba  and  Saskatchewan  is 
conditional  upon  a  continuation  of  price  increases  for  grain  and 
improvements  in  the  transportation  system.  Alberta's  recent  boom  has 
been  based  on  higher  prices  for  mineral  fuels  and  on  serving  as  a  supply 
base  for  exploration  and  development  in  the  western  and  high  Arctic. 
Alberta  now  faces  declining  world  demand  and  suppressed  prices  for 
petroleum  products,  as  well  as  a  shortage  of  skilled  workers.  Northern 
development  has  slackened  in  response  to  falling  prices  for  resources, 
environmental  problems,  disputed  land  claims  and  a  national  capital 
shortage.  British  Columbia  is  confronted  with  soft  markets  for  its  forest 
products,  but  the  province  is  likely  to  continue  to  benefit  from  the  spin- 
offs from  resource-based  development  on  the  prairies.  Pacific  Rim  coal 


markets  and  domestic  demand  for  coal  are  keeping  British  Columbia's 
economic  prospects  relatively  bright.  The  province  is  building  new  port 
facilities,  improving  railways,  and  actively  soliciting  foreign  capital  in 
order  to  be  ready  for  a  worldwide  economic  recovery. 

The  national  economic  picture  for  Canada  is  not  so  promising.  The 
global  recession  has  caused  serious  problems  for  Canada's  export  in- 
dustries. The  plague  of  fiscal  management  problems  affecting  the 
United  States  and  other  western  economies  has  hit  hard  in  Canada  as 
well.  Inflation  is  averaging  about  11  percent,  almost  double  the  pro- 
jected rate  for  the  U.S.  in  1983.  Consumer  loans  are  difficult  to  obtain 
and  require  interest  charges  of  20  percent  or  higher.  Unlike  Americans, 
Canadian  homeowners  are  not  allowed  to  deduct  morgage  interest 
payments  from  their  taxes,  and  as  variable  rates  have  become  more 
popular,  home  mortgage  interest  rates  have  risen  to  a  record  21  per- 
cent. Unemployment  is  also  at  higher  levels  in  Canada  than  in  the 
United  States,  averaging  around  12  percent  in  1982  (a  post-Depression 
record)  and  reaching  much  higher  levels  in  certain  sectors,  notably  the 
auto,  oil,  forest  products,  and  mining  industries,  and  throughout 
Canada's  Eastern  seaboard  provinces. 

Even  capital-rich  Alberta  is  unable  to  provide  adequate  employment 
for  many  new  workers;  unemployment  in  the  province  has  tripled 
since  July  1981.  The  number  of  people  on  welfare  in  Alberta  and 
Saskatchewan  has  increased  54  percent  and  33  percent  respectively 
over  the  same  period.  In  British  Columbia  there  are  nearly  200,000 
designated  unemployed— 14  percent  of  the  work  force.  In  the  nor- 
thwest section  of  the  province,  there  are  soup  kitchens  in  most  of  the 
towns  and  more  than  20  percent  of  the  people  are  without  work. 

The  projected  1983  government  deficit  is  a  record  $25  billion,  which  as 
a  percentage  of  GNP  is  somewhat  higher  than  the  U.S.  budget  deficit. 
Tax  rates  are  already  high,  and  increased  borrowing  in  both  the  private 
and  public  sectors  is  generally  considered  a  requirement  for  overall 
recovery. 

Pumping  more  money  into  the  system  may  cause  unacceptably  high  in- 
flation, however.  Canada's  productivity  performance  is  the  worst  in  the 
Western  world,  according  to  statistical  reports  of  the  Organization  for 
Economic  Cooperation  and  Development  (OECD).  The  organization's 
chief  economist  suggested  recently  that  Canada  must  attack  the  produc- 
tivity problem  by  shifting  government  spending  to  favor  reinvestment 
rather  than  consumption  of  national  output  and  that  increased  con- 
sumption taxes,  rather  than  income  and  investment  taxes,  are  needed. 
Wage  levels  and  production  costs  are  abnormally  high  in  Canada,  as  is 
the  general  expectation  of  continued  high  inflation. 
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Increasing  strains  between  the  Canadian  and  American  governments 
over  economic  policy  issues  are  also  causing  serious  management  prob- 
lems, as  is  a  marked  erosion  of  confidence  in  Prime  Minister  Trudeau 
and  in  the  Liberal  government's  ability  to  bring  about  positive  changes 
in  the  national  economy.  Trudeau' s  popularity  has  plummeted  to  its 
lowest  point  since  he  first  became  Prime  Minister  in  1968. 

Overall,  the  Canadian  economy  faces  twin  perils:  recession  and  protec- 
tionism. No  country  depends  more  heavily  on  free  and  expanding  trade 
for  its  economic  well-being  than  Canada  does,  and  none  is  more 
threatened  by  the  erection  of  tariff  and  non-tariff  barriers  to  inter- 
national commerce.  Out  of  every  $10  of  Canada's  GNP,  $3  is  earned 
from  exports  (compared  to  85  cents  per  $10  GNP  in  the  United  States). 
Exports  provide  about  1.2  million  jobs,  account  for  around  70  percent 
of  output  in  the  transport  equipment  industry,  60  percent  in  paper  and 
related  industries,  55  percent  in  machinery  and  primary  metals  and  50 
percent  in  wood  products  industries.  Without  foreign  markets,  a 
trading  country  like  Canada  cannot  adequately  employ  its  workers. 
Without  domestic  production,  it  cannot  afford  to  import  the  products  of 
other  countries.  Canadians  owe  their  high  standard  of  living  to  in- 
creases in  the  value  of  their  raw  and  semi-processed  resource  exports  in 
world  markets.  As  prices  for  these  commodities  fall,  and  demand  is  cut 
off  by  restrictive  trade  policies  at  home  and  abroad,  Canadians  have 
fewer  dollars  fo  spend  on  imported  products  that  are  essential  to  their 
lifestyles. 

Still,  there  are  good  reasons  for  Canadians  to  remain  hopeful.  If  the 
urge  to  implement  protectionist  policies  can  be  overcome,  especially  in 
the  United  States  and  Western  Europe,  some  Canadian  forecasts 
predict  healthy  trade  and  manufacturing  surpluses  beginning  in  1983. 
The  Canadian  personal  savings  rate  of  13.5  percent  of  income  is  nearly 
triple  that  in  the  United  States,  and  government  officials  contend  that 
these  savings  could  help  finance  public  debt  as  well  as  spur  consumer 
spending  when  interest  rates  come  down  fo  more  affordable  levels. 
Some  of  Canada's  economic  problems  are  cyclical  and  can  be  expected 
to  diminish  in  the  near  term,  while  the  country's  resource  base  offers  a 
guarantee  of  long-term  security  and  increased  prosperity. 


CANADIAN  ECONOMIC  POLICY 

Canadians  have  traditionally  supported  government  intervention  in  the 
economy  to  help  shape  the  evolution  of  society,  determine  the 
parameters  of  development,  and  distribute  the  benefits  of  production. 
The  Federal  Parliament  and  Provincial  legislatures  have  implemented 
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their  designs  for  national  economic  growth  and  diversification  via  their 
respective  constitutional  mandates,  as  well  as  through  the  operations  of 
Crown  Corporations  (see  following  section),  the  banking  system  and 
various  government  marketing  boards,  research  programs,  and  study 
commissions.  Government  has  been  considered  the  legitimate  guaran- 
tor of  stability  and,  more  recently,  a  full  participant  in  the  national 
economy,  rather  than  an  undesirable  but  necessary  regulator  as  in  the 
United  States.  While  there  is  growing  opposition  in  Canada  to  such  an 
extensive  role  for  the  federal  government— particularly  in  the  Western 
provinces,  where  private  entrepreneurship  is  routinely  lauded— Cana- 
dians in  general  still  look  favorably  upon  public  sector  endeavors 
aimed  at  preventing  a  wholesale  takeover  of  the  Canadian  economy  by 
American  and  other  foreign  interests. 
The  goals  of  the  national  economic  policy  in  Canada  are: 

•  Full  employment 

•  Price  stability 

•  High  growth 

•  A  viable  balance  of  payments 

•  Equity 

The  "National  Policy"  espoused  by  Canada's  Founding  Fathers  in  the 
1870s  promoted  the  creation  of  a  viable  nation,  separate  from  the  U.S., 
on  the  basis  of  large-scale  immigration  and  western  settlement,  an  all- 
Canadian  transportation  and  communications  system,  and  in- 
dustriahzation  behind  a  protective  tariff  wall.  The  form  and  substance 
of  this  policy  have  changed  over  time,  and  the  federal  government, 
motivated  initially  by  a  concern  for  nation-building  and  later  for  main- 
taining national  unity,  has  come  to  play  an  active  role  in  many  other 
areas  as  well.  Conflicts  with  provincial  governments  have  become 
more  intense  as  government  at  all  levels  has  expanded  in  size  and 
scope.  Economic  relations  with  the  United  States  have  also  grown  more 
testy  as  both  sides  have  chosen  to  exercise  different  kinds  of  influence 
and  muscle  to  gain  advantages  for  their  domestic  as  well  as  export- 
oriented  industries.  Canada  has  almost  always  been  the  weaker  player 
in  bilateral  gamesmanship,  and  it  is  troubled  by  the  current  U.S.  ad- 
ministration's marked  tendency  to  decry  multinational  negotiations  in 
favor  of  one-on-one  bargaining. 

POLICY  ISSUES  and  ECONOMIC  TRENDS 

The  Role  of  Government 

The  current,  prolonged  recession  is  helping  to  sharpen  the  debate  in 
Canada  on  the  scale  and  substance  of  government  intervention  in  the 


economy.  With  the  prospect  of  continued  inflation  and  increasing 
unemployment  looming  ahead  of  them,  Canadians  are  having  to  sort 
out  policy  measures  that  encourage  growth  and  promise  security  from 
those  that  restrict  investment  and  increase  the  already  ballooning 
federal  deficit  without  providing  lasting  economic  benefits.  The  mixed 
economy  has  always  been  preferable  to  total  socialization  or  the  com- 
plete absence  of  government  controls  in  Canada,  but  there  is  a  lack  of 
consensus  on  what  proportions  of  private  and  public  enterprise  would 
comprise  the  best  blend  in  today's  uncertain  economic  climate. 

The  present  majority  in  the  federal  Parliament  favors  the  continued 
operation  of  Crown  Corporations  to  guarantee  that  Canadians  will  not 
become  hostage  to  foreign  interests  or  lose  ground  in  vital  areas  of 
research  and  development.  While  the  Liberal  Party  does  not  favor 
nationalization  of  basic  industries,  it  continues  to  support  the  expansion 
of  the  national  oil  company  (PETRO-CAN)  and  the  tax  and  investment 
measures  of  the  NEP  aimed  at  further  progress  in  "Canadianizing  "  the 
energy  industry.  Equalization  payments  and  other  transfer  mechanisms 
are  considered  essential  to  national  unity.  Laws  and  regulations  gov- 
erning broadcasting  and  the  arts  are  also  viewed  a  legitimate  means  of 
protecting  Canadian  culture  and  promoting  a  sense  of  national  identity. 

Opposition  comes  mainly  from  big  businesses  and  the  Progressive  Con- 
servative Party.  Their  arguments  (though  not  always  identical),  stress 
that  the  trend  toward  government  intervention  in  the  economy  has  to 
be  reversed  and  the  private  sector,  the  legitimate  creator  of  wealth,  has 
to  be  given  a  freer  hand.  Such  artificial  undertakings  as  the  control  of 
foreign  investment  by  government  are  wrongheaded.  Canadians  have 
to  recognize  that  their  comparative  advantage  exists  in  doing  what  they 
are  best  at  in  a  tough,  competitive  international  environment:  the  ex- 
traction and  export  of  raw  materials. 

The  implications  of  these  ideas  are  clear.  Government  social  programs 
and  spending  should  be  cut  back;  the  private  sector  should  be 
guaranteed  a  better  rate  of  return  for  its  investments,  and  Canada 
should  be  willing  to  play  its  essential  role  in  the  international  economy 
as  a  supplier  of  raw  materials  to  the  more  industrialized  nations  of  the 
world. 

These  arguments  are  complicated  by  the  fact  that  the  provincial 
governments  also  play  a  strong  role  in  economic  development.  Some  of 
the  people  who  are  vehemently  opposed  to  federal  intervention  have 
little  to  say  against  provincially  owned  Crown  Corporations  or  other 
agencies  that  assist  private  companies  in  financing  and  marketing.  In 
this  dimension,  the  argument  about  the  role  of  government  becomes 
less  one  of  ideological  principle  regarding  the  rights  and  privileges  of 
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citizens  than  a  thinly  disguised  tactical  component  in  the  contest  for 
power  between  the  Ottawa  government  and  the  provincial  legislatures. 

Protective  tariffs  did  enable  a  number  of  Canadian  industries  to 
become  established  without  the  pressure  of  competition  with  foreign 
firms  that  enjoyed  considerably  larger  economies  of  scale  and  richer 
sources  of  venture  capital.  The  imposition  of  tariffs  did  not  prevent, 
however,  foreign  direct  investment  in  Canada,  consisting  primarily  of 
branch  plant  subsidiaries  of  American  corporations.  During  the  two 
decades  following  World  War  II,  the  degree  of  foreign  ownership  and 
control  of  Canadian  industry  grew  to  an  unprecedented  80  percent, 
generating  fears  that  an  already  dependent  economy  would  be  wholly 
engulfed  by  the  American  giant.  Chief  among  the  federal  government's 
concerns  with  foreign  investment  has  been  the  dearth  of  research  and 
development  activities  located  in  the  branch  plants  and  "replica"  fac- 
tories of  major  manufacturing  companies.  Little  indigenous  technology 
and  too  few  opportunities  for  skilled  workers  were  being  spawned 
from  foreign-owned  plants.  In  1973  the  Foreign  Investment  Review 
Agency  (FIRA)  was  established  as  a  gate  to  control  the  flood  of  in- 
vestments into  Canada's  primary  resource  sector,  and  government  pro- 
grams and  incentives  were  set  up  to  reduce  the  country's  over-  reliance 
on  the  export  of  raw  materials  and  the  import  of  relatively  expensive 
processed  and  manufactured  products. 

Another  problem  had  to  be  addressed  as  well:  the  uneven  impacts  of 
trade  flows  and  foreign  investment  on  Canada's  diverse  economic 
regions.  Trade  in  manufactured  goods  has  traditionally  given  Central 
Canada,  especially  southern  Ontario,  a  substantial  economic  boost,  pro- 
viding jobs,  long-term  contracts,  a  base  for  infrastructure  im- 
provements and  the  spin-off  of  new  service  industries.  Trading  ar- 
rangements with  the  United  States  and  other  countries  fell  then  (as 
now]  under  the  jurisdiction  of  federal  authorities,  so  the  imbalance  of 
trade  benefits  favoring  Central  Canada  further  reinforced  Westerners' 
perception  that  the  Ottawa  government  was  serving  its  own  interest  in 
centralization  by  concentrating  the  net  benefits  from  international  and 
interprovincial  trade  in  those  heavily  populated  areas  of  Ontario  and 
Quebec  where  national  elections  are  decided.  In  addition  the  majority 
of  immigrants  to  Canada  were  settling  in  and  around  Canada's  major 
metropolitan  areas  of  Toronto  and  Montreal,  thus  adding  to  the  Liberal 
Party's  voting  strength  as  well  as  to  demand  for  federal  benefits  and 
services.  While  immigration  is  a  shared  responsibility  with  the  pro- 
vinces, federal  legislation  is  superior  in  cases  of  conflict. 

To  overcome  this  real  unevenness  and  perceived  inequity  in  economic 
development  opportunities  throughout  Canada,  the  federal  govern- 
ment initiated  a  new  program  and  established  the  Department    of 


Regional  Economic  Expansion  (DREE)  in  1969.  The  Department  was 
granted  comprehensive  responsibility  for  planning  and  coordinating  ac- 
tion between  the  national  and  provincial  governments  to  reduce 
regional  disparities  based  on  different  resource  endowments  and  the 
maldistribution  of  income  from  interprovincial  and  international 
trade. The  regional  development  program  of  the  national  government 
under  the  auspices  of  DREE  attempted  to  provide  incentives  to  in- 
dustry to  locate  or  expand  in  below-par  areas  of  the  country  (most  of 
them  in  Eastern  Canada),  and  thus  to  generate  sustained  development 
in  those  areas.  Its  focus  was  on  providing  employment  opportunities. 

Rather  than  helping  individuals  with  limited  employment  and  mobility 
opportunities,  however,  DREE's  assistance  was  extended  to  firms.  The 
mechanism  of  the  transfer  of  funds  was  ordinarily  a  general  develop- 
ment agreement  negotiated  between  the  province  and  DREE.  The  pro- 
gram as  a  whole  did  not  appear  to  have  been  very  successful;  the 
depressed  regions  of  the  country  still  remain  in  much  the  same  status  as 
they  occupied  a  decade  ago. 

Early  in  1981,  DREE  announced  that  it  was  working  on  new  options  to 
make  its  programs  to  reduce  regional  disparities  more  effective.  It  in- 
volved a  commitment  of  funds  on  an  industry-by-industry  basis  to  help 
raise  efficiency  and  cost-competitiveness,  a  greater  degree  of  coopera- 
tion and  consultation  with  provincial  authorities,  and  a  program 
especially  directed  to  the  needs  of  Western  Canada. 

DREE  was  included  in  a  government  reorganization  plan  and  given  a 
new  name  in  1982  to  fit  federal  priorities  for  regional  and  industrial 
development  and  trade  and  export  promotion.  The  new  agency  is  called 
the  Department  of  Regional  Industrial  Expansion  (DRIE).  Enabling 
legislation  has  yet  to  be  passed  in  Parliament  for  the  agency, so  its 
precise  mandate  is  not  clear,  and  many  people  in  Canada  still  refer  to 
the  old  acronym,  DREE. 

The  Ministry  of  State  for  Economic  and  Regional  Development 
jMSERD)  is  another  new  central  agency  created  to  ensure  that  regional 
concerns  are  elevated  to  high  priority  in  all  economic  decision  making 
by  the  Cabinet.  It  will  serve  a  new  Cabinet  Committee  on  Economic 
and  Regional  Development,  which  will  have  the  responsibility  for 
administering  a  $10.5  billion  budget  for  economic  development  and 
energy  projects. 

Despite  these  changes,  the  unequal  distribution  of  revenue-raising 
capacity  among  federal  and  provincial  authorities  remains  a  pervasive 
issue  in  Canada.  The  balance  has  been  improved  somewhat  by  complex 
agreements  between  Ottawa  and  the  provinces  that  reflect  the  general 
shift    toward    greater    provincial    powers.    Federally    administered 


44       Economy 


Equalization  Payments  have  become  entrenched  in  Canada's  revised 
Constitution. The  federal  government  taxes  individual  Canadians  and 
businesses  and  issues  unconditional  grants  to  poorer  provinces,  such  as 
Manitoba,  in  order  that  their  residents  do  not  have  to  pay  higher  pro- 
vincial taxes  to  obtain  the  same  level  and  quality  of  public  services  as 
those  in  richer  provinces  such  as  Ontario.  Equalization  payments  have 
helped  to  keep  the  country  together  while  permitting  provinces  to  pur- 
sue policies  reflecting  their  own  priorities  and  preferences. 

Equalization  payments,  DREE,  the  new  Cabinet-level  ministries  and 
other  mechanisms  of  federal  intervention  constitute  the  contemporary 
pillars  of  a  renewed  "National  Policy."  The  goals  of  Canada's  19th  Cen- 
tury development  strategy  have  largely  been  achieved.  An  extensive 
coast-to-coast  transportation  network  is  in  place,  as  are  modern  com- 
munications facilities.  Western  Canada  has  been  settled  by  immigrants 
from  abroad  and  from  within  Canada:  internal  migration  patterns  con- 
tinue to  show  a  westward  momentum.  Industrialization  behind  a  tariff 
wall  has  been  accomplished,  albeit  in  a  truncated  and  unanticipated 
fashion,  owing  to  the  massive  influx  of  direct  foreign  investment.  With 
tariffs  in  decline,  cultural  preservation  and  continued  development  of 
the  national  economy  now  require  a  new  set  of  policy  measures 
concerning  natural  resources,  regulatory  activities,  stabilization 
measures  and  redistribution.  Natural  resources  remain  under  provin- 
cial ownership  and  jurisdiction,  but  the  federal  government  has 
authority  over  interprovincial  and  international  trade.  Consequently, 
controversy  surrounds  the  apportionment  of  windfall  revenue  gains 
resulting  from  general  price  increases  for  energy  resources  and 
petroleum  products.  Formulas  for  dividing  the  spoils  of  resource 
development  between  the  provinces  and  the  country  as  a  whole  are 
now  essential  to  Canada's  economic  success. 

Government  regulations  have  had  substantial  effects  on  costs,  prices, 
output,  and  investment  in  Canada.  A  burgeoning  of  rules  and  regula- 
tions at  every  level  of  government  has  caused  considerable  discontent 
in  the  private  sector  and,  as  a  result,  the  federal  government  has  recent- 
ly adopted  deregulation  and  fiscal  restraint  policies  similar  to  those  in 
the  United  States.  Regulation  continues  to  be  an  important  tool  of 
federal  policy,  however,  especially  with  regard  to  foreign  investment. 

Economic  stabilization  entails  fiscal  and  monetary  policy,  debt  manage- 
ment, and  limited  attempts  at  direct  control  of  prices  and  wages.  The 
government's  latest  effort  to  hold  down  inflation,  the  so-called  6/5 
policy,  is  a  voluntary  restraint  program  to  restrict  service  costs  and 
wage  and  salary  increases  in  the  public  sector  to  6  percent  and  5  per- 
cent respectively  over  the  next  two  years.  It  is  hoped  that  the  program 
will  have  a  positive  influence  on  the  private  sector  as  well,  with  govern- 
ment setting  an  example  of  self-discipline. 


Income  support  and  redistribution  programs  include  family 
allowances,  unemployment  insurance,  old  age  pensions,  medicare, 
educational  and  training  grants,  farm  subsidies  and  many  other  condi- 
tional and  unconditional  programs  and  subsidies  provided  by  the 
federal  government  to  individuals  and  to  provincial  governments.  The 
number  of  persons  falling  below  a  federally  established  "poverty  line" 
has  diminished  dramatically  over  the  past  twenty-five  years,  but  this  is 
more  the  result  of  economic  growth  than  a  consequence  of  redistribu- 
tion policies.  Despite  an  enormous  increase  in  government  activity, 
regional  disparities  in  income  and  employment  levels  continue. 


Federal-Provincial  Conflicts 

The  terms  of  trade  between  regions  in  Canada  has  shifted.  Until  the 
1973-74  oil  crisis,  Ontario  enjoyed  considerable  advantages  in  its  trade 
with  the  Atlantic  and  Western  provinces.  Most  federally  run  regional 
development  policies  were  aimed  at  either  offsetting  the  effects  of  ad- 
justment to  declining  relative  prices  for  raw  materials  (via  income 
transfer  programs)  or  reversing  natural  economic  trends  (through 
DREE's  incentive  programs  to  shift  activity  from  resource-rich  to  re- 
source-poor areas).  The  world  oil  price  explosion  turned  everything 
around.  Now  the  Western  provinces  can  contribute  to  Central  Canada's 
decline  by  subsidizing  new  activity,  collecting  rents  and  royalties  on 
natural  resources  (which  reduce  provincial  and  municipal  taxes),  and 
providing  services  to  businesses. 

Fiscal  imbalance  is  a  related  consequence  of  the  westward  shift  in 
economic  power.  The  center  of  gravity  in  the  public  sector  has  pro- 
gressed toward  the  provinces  because  of  changes  in  the  relative  sizes  of 
government  budgets  and  because  areas  within  provincial  jurisdiction 
have  become  essential  ingredients  in  national  economic  policies. 

The  public  sector  in  Canada  has  grown  faster  than  the  rest  of  the 
economy  during  the  postwar  era  (from  20  percent  of  GNP  to  42  percent 
today,  not  including  Crown  Corporations,  public  utilities,  and  joint 
ventures).  The  federal  government  enjoyed  rapidly  swelling  revenues 
in  the  1970s  but  current  finances  are  strained  to  their  limits.  Demands 
for  incremental  services  are  still  directed  toward  federal  departments 
but  it  is  the  provinces  that  now  have  the  money  to  meet  such  claims.  To 
summarize,  federal  management  of  the  economy  has  become  more  dif- 
ficult due  to  the  provinces'  increased  fiscal  clout,  their  independent 
spending  and  borrowing  proclivities,  their  regional,  rather  than  na- 
tional, orientation  and  their  aggressive  tactics  in  attracting  capital  and 
investments. 
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From  the  federal  point  of  view,  one  of  the  dangers  in  this  new  arrange- 
ment is  that  the  country  is  becoming  increasingly  "balkanized."  In- 
stead of  one  national  market,  there  seems  to  be  10  markets,  each  in- 
creasingly surrounded  by  non-tariff  barriers  and  separate  provincial  in- 
dustrial development  programs  that  subsidize  the  private  sector  and 
compete  with  one  another.  Interprovincial  competition  is  further  ac- 
centuated by  such  things  as  government-business  agreements  to  draw 
on  intraprovincial  rather  than  external  sources  of  capital,  labor,  and 
supplies:  the  cultivation  of  singular  external  trade  policies;  policies  for 
the  procurement  of  goods  and  services  from  provincial  entities,  and  in- 
vestment plans  designed  to  keep  capital  "indoors."  The  situation  has 
become  quite  vexing  to  federal  officials.  A  Cabinet  official  remarked  in 
1980  that  "provinces,  like  individual  citizens,  are  now  attempting  to 
take  an  individual  rather  than  a  collective  view  of  the  country,  and  the 
result  is  a  tension  in  federal-provincial  relations  on  a  scale  that  is  un- 
precedented in  Canadian  history." 

The  Staples    Trap" 

In  order  to  be  successful,  a  staple-based  development  strategy  requires 
extensive  backward  and  forward  linkages  between  the  main  product, 
its  constituent  factors  and  its  markets.  It  also  needs  relatively  stable 
prices  and  strong  foreign  demand  for  the  staple  itself.  Prairie  wheat 
served  Canada  well  as  a  staple  product  between  1900  and  the  end  of  the 
First  World  War.  The  wheat  economy  required  further  development  of 
the  transportation  network  (and  all  the  materials  and  labor  that  go  into 
railroad  and  highway  construction);  it  also  demanded  lots  of  labor 
power,  farm  machinery  and  some  services.  The  wheat  required  some 
milling  before  shipping  abroad  and,  of  course,  docks  and  other  port  fa- 
cilities to  load  grain  onto  ships  bound  for  Europe  and  other  foreign 
destinations.  Canada  enjoyed  favorable  terms  of  trade  for  its  wheat  and 
was  receiving  many  immigrants  with  farming  and  entrepreneurial 
skills  who  were  eager  to  settle  on  the  prairies. 

In  the  1920s,  however,  wheat  prices  collapsed.  After  a  brief  recovery, 
the  Depression  struck  and  a  75  percent  decrease  in  prices  was  accorn- 
panied  by  a  mammoth  drought.  Farm  incomes  fell  by  92  percent  in 
Saskatchewan,  and  thousands  of  destitute  families  were  forced  to  leave 
the  prairies  forever.  This  tragedy  illustrates  the  dilemma  of  the  staple 
strategy;  without  diversification,  a  country  or  region  is  unable  to  shift 
production  when  world  conditions  change  the  economic  environment 
quickly  and  drastically. 

To  a  certain  extent  the  staple  trap  is  mirrored  in  the  West's  newfound 
reliance  on  oil  and  natural  gas.  While  the  scale  of  disruption  and  degree 
of  hardship  in  Alberta  caused  by  falling  world  prices  for  petroleum 


does  not  (yet)  compare  to  the  fate  of  the  wheat  economy  in  the  Depres- 
sion, troubling  comparisons  are  unavoidable.  Various  megaprojects 
slated  for  development  in  northern  Alberta  have  been  postponed  or 
cancelled  altogether  as  a  result  of  unfavorable  trends  in  the  world  en- 
ergy market,  and  this  has  set  off  a  chain  reaction  of  cancellations, 
business  failures  and  layoffs  affecting  most  of  the  oil  industry's 
backward  and  forward  linkages  to  the  whole  regional  economy.  In 
addition,  revenue  shortfalls  from  decreasing  royalties  are  threatening 
the  level  of  social  services  to  which  Westerners  have  quickly  grown 
accustomed. 

The  Canadian  economy  is  much  more  diversified  than  ever  before,  but 
it  still  relies  quite  heavily  on  the  sale  of  raw  resources  abroad.  The 
federal  government  has  actively  supported  and  subsidized  develop- 
ment projects  such  as  gas  pipelines,  which  boost  production  for  the  do- 
mestic market  and  offset  the  country's  vulnerability  to  international 
trade  disruptions.  Some  of  the  provinces,  particularly  those  in  the 
West,  are  less  interested  in  enlarging  internal  trade  than  increasing  ex- 
port sales;  they  favor  diversification  within  the  province  rather  than 
across  Canada.  This  would  insulate  certain  provinces  from  the  staple 
trap  should  worldwide  demand  for  energy  resources  fail  to  revive,  but 
poorer  provinces  would  continue  to  suffer  and  to  require  an  unhealthy 
dependence  on  federal  assistance. 

TRENDS 

(1)  Tariffs  will  decrease  through  the  mechanism  of  Multilateral  Trade 
Negotiations.  Reductions  in  import  and  export  restrictions  will  favor 
Canada's  non-manufacturing  regions,  primarily  in  the  West. 

(2)  Manufactured  goods,  auto  parts,  chemicals,  machinery,  electrical 
products,  and  high  technology  items  produced  in  the  newly  industrial- 
ized countries  will  become  increasingly  competitive  as  a  result  of  tariff 
reductions.  Concurrently,  new  markets  abroad  for  mining,  industrial, 
and  transportation  equipment  will  open  up;  Canada  is  a  cost-efficient 
producer  of  these  items  and  is  considered  a  reliable  trading  partner. 

(3)  japan  will  assume  increasing  importance  as  a  supplier  of  offshore 
capital  for  joint  ventures  and  direct  investment.  The  minerals  and 
forestry  base  of  the  Western  provinces  as  well  as  the  transportation 
system  will  be  the  main  targets  of  direct  investment  and  will  help 
Canada  to  secure  imported  financial  capital  on  favorable  terms;  trade 
with  China  will  also  increase. 

(4)  Bilateral  sectoral  trade  agreements  in  energy  and  petrochemicals 
based  on  a  revised  model  of  the  Auto  Pact  may  be  concluded  as  a  means 
of  patching  up  U.S.-Canadian  relations  and  defusing  Westerners' 
resentment  toward  Ottawa. 
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(5)  Canada's  exchange  rate  vis  a  vis  the  U.S.  dollar  is  likely  to  remain 
relatively  stable  (with  slight  improvement)  unless  the  Canadian 
economy  suffers  a  further  decline  in  productivity  and  a  new  outburst  of 
inflation.  Federal  deficits  and  a  lack  of  support  for  the  public  sector 
wage  and  salary  guidelines  could  cause  inflation  to  increase,  in  which 
case  the  Canadian  dollar  could  depreciate  to  a  70  cent  par  value.  Cana- 
dian export  industries  would  benefit  from  such  a  decline,  but  the 
economy  as  a  whole  would  suffer  from  the  consequent  decline  in  in- 
vestor confidence  in  the  country's  capacity  to  manage  its  own  growth 
potential. 

(6)  American  tourists  visiting  Canada  will  continue  to  enjoy  bargains 
owing  to  the  present  exchange  rate;  the  tourist  industry  in  the  U.S.  will 
feel  the  brunt  of  a  decline  in  the  number  of  Canadians  traveling  abroad 
unless  the  rate  improves  in  favor  of  Canadian  currency.  These  effects 
are  mitigated  somewhat  by  a  standard  price  differential— food  and 
tourist  accommodations  are  relatively  expensive  in  Canada. 

(7)  Strong  sales  of  primary  products  and/or  large  inflows  of  foreign 
capital  to  finance  resource  development  are  liable  to  force  the  exchange 
rate  up,  making  it  more  difficult  for  Eastern  Canadian  manufacturing 
companies  to  compete  with  foreign  products  in  world  markets. 

(8|  Energy  development  in  Canada's  Northern  frontier  areas  will  pro- 
vide a  substantial  impetus  to  economic  development  throughout  the 
country  but  epecially  in  Alberta,  northern  Saskatchewan  and  the 
British  Columbia  ports.  Stepped-up  drilling  and  exploration,  pipeline 
construction,  and  infrastructural  improvement  projects  will  all 
generate  increased  demand  for  manufactured  products,  foodstuffs, 
transportation  equipment,  and  specialized  housing  materials  coming 
from  urban-industrial  centers  such  as  Edmonton. 

(9)  Failure  of  the  federal  government's  6/5  voluntary  restraint  program 
on  public  sector  wages  could  compel  a  dissolution  of  the  Parliament 
and  new  elections  in  which  a  Conservative  majority  could  emerge 
triumphant;  such  a  change  might  engender  a  basic  restructuring  of 
Canadian  trade  and  investment  policies. 

(10)  The  North  American  Free  Trade  area  proposals  which  were 
shelved  shortly  after  the  1980  U.S.  elections  (for  want  of  enough  sup- 
port in  Canada  and  Mexico)  are  likely  to  be  given  new  life,  especially  if 
there  is  a  change  in  leadership  in  Canada. 


Banking  in  Canada 

The  general  banking  system  is  an  integral  part  of  the  overall  financial 
framework  in  Canada.  In  accordance  with  the  Constitution  Act  of  1867, 
banking  is  under  federal  control.  The  Ministry  of  Finance  is  ultimately 
responsible  for  federal  operations  in  the  banking  system.  The  Bank  Act 
of  1871,  under  which  Canada's  commercial  banks  were  incorporated, 
is  reexamined  every  ten  years  by  parliamentary  committees,  the  De- 
partment of  Finance,  bankers  and  economists. 

The  Bank  of  Canada  is  a  government-owned  central  bank  which 
regulates  the  money  supply  and,  to  a  large  degree,  the  volume  of  out- 
standing credit.  It  also  acts  to  maintain  the  external  value  of  the  Cana- 
dian dollar.  There  are  12  chartered  banks  which  are  owned  by  private 
shareholders  (95  percent  of  which  are  residents  of  Canada).  Chartered 
banks  must  maintain  a  primary  reserve  which,  along  with  its  holdings 
of  Bank  of  Canada  notes,  must  be  at  least  equivalent  to  fixed  ratios  of  its 
Canadian  deposits.  The  Bank  of  Canada  was  given  the  power  through  a 
recent  revision  to  impose  a  secondary  reserve  ratio  made  up  of  excess 
cash,  treasury  bills  and  day-to-day  loans.  The  Canada  Deposit  In- 
surance Corporation  Act  and  the  Quebec  Deposit  Insurance  Act  pro- 
vide insurance  for  Bank  deposits. 

The  Chartered  Banks  are  required  to  report  on  all  phases  of  their  opera- 
tions to  the  federal  Inspector  General  of  Banks.  They  are  financial 
department  stores,  providing  savings,  loan  and  commercial  transaction 
services  through  7,400  branches.  Banks  have  large-scale  international 
operations,  with  nearly  300  offices  in  50  countries;  they  maintain  cor- 
respondent relationships  with  more  than  5,000  foreign  banks.  Foreign 
currency  holdings  comprise  about  35  percent  of  total  bank  assets.  The 
Revised  Bank  Act  of  1980  eased  entry  requirements  to  encourage 
greater  competition  and  allow  foreign  bank  subsidiaries  to  be  chartered 
in  Canada. 

In  the  Canadian  financial  system,  the  Bank  of  Canada  establishes 
monetary  policy  in  response  to  international  conditions  and  domestic 
needs.  Chartered  banks  are  used  to  carry  out  changes  in  monetary 
policy  as  well;  interest  rates  for  deposits  and  loans  are  set  in  the  pro- 
cess. It  is  important  to  keep  in  mind  the  importance  of  Canadian  banks 
and  financial  institutions  offering  interest  rates  to  large  depositors 
which  are  higher  than  their  U.S.  counterparts.  Without  this  interest  dif- 
ferential, capital  outflows  would  cripple  the  economy. 

After  Toronto,  Calgary  is  the  second  largest  banking  community  in 
Canada. 
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Trade  Relations 


PERSPECTIVE 

Since  1945,  the  world  has  experienced  a  massive  increase  in  the  volume 
of  international  trade.  In  recent  decades,  distinct  trade  blocs  such  as  the 
European  Economic  Community,  cartels  such  as  OPEC,  and  quasi- 
trading  associations  such  as  the  Group  of  77  in  the  United  Nations 
General  Assembly  have  emerged  as  major  forces  influencing  the  con- 
tent and  price  structure  of  international  commercial  exchanges.  Several 
advanced  countries  such  as  Japan  and  the  Federal  Republic  of  Germany 
have  achieved  outstanding  results  as  major  trading  entities  in  their  own 
right,  and  the  so-called  Newly  Industrialized  Countries  |NICs)  such  as 
South  Korea,  Taiwan,  and  Brazil,  have  also  demonstrated  successfully 
their  willingness  and  ability  to  sell  a  wide  range  of  export  products  in 
the  world  market.  Trade  between  the  industrialized  countries  of  the 
Northern  Hemisphere  and  the  developing  countries  of  the  Southern 
Hemisphere  has  also  expanded  dramatically.  The  United  States,  for  ex- 
ample, does  more  trading  with  countries  in  the  Southern  Hemisphere 
than  it  does  with  Europe  and  the  Far  East  combined.  New  trading  op- 
portunities are  being  vigorously  pursued  among  the  developing  coun- 
tries themselves,  as  in  the  case  of  Brazil  and  several  West  African 
states. 

The  scale  and  intensity  of  contemporary  economic  interactions 
worldwide  are  unprecedented.  Interdependence  (a  relationship  of 
mutual  reliance,  support  and  obligation  to  meet  common  needs)  has 
become  the  watchword  of  the  international  economic  system.  Nowhere 
in  the  Western  world,  however,  does  the  term  apply  more  appropriate- 
ly than  to  the  economic  relations  between  the  United  States  and 
Canada,  which  carry  out  by  far  the  largest  bilateral  trading  relationship 
in  the  world.  These  neighboring  giants  are  each  other's  single  largest 
trading  partner.  About  two-thirds  of  all  Canadian  exports  are  sold  to 


U.S.  buyers,  and  three-fourths  of  Canada's  imported  goods  and  services 
originate  in  the  United  States.  In  effect,  roughly  70  percent  of  Canada's 
trade  is  with  the  U.S.  Conversely,  about  a  quarter  of  all  U.S.  trade 
crosses  the  Canadian  border:  20  percent  of  U.S.  exports  are  sold  in 
Canada  and  25  percent  of  its  imports  come  from  Canada.  In  1981, 
Canadian-U.S.  trade  amounted  to  about  $140  billion. 

Given  the  basic  asymmetries  in  population  base,  resource  endowments 
and  scale  of  commitments  abroad,  the  import/export  mixture  could 
scarcely  be  richer.  To  go  much  beyond  current  levels  of  in- 
terdependence would  mean,  at  least  in  most  Canadians'  views,  to  cross 
a  threshold  into  permanent  dependency,  with  the  United  States  exercis- 
ing effective  control  over  the  Canadian  economy.  Increasing  economic 
integration,  whether  through  sectoral  trading  arrangements  such  as  the 
Auto  Pact  (which  allows  the  interchange  of  certain  cars  and  auto  parts 
duty-free),  multinational  corporations  (American  and  Canadian),  or  the 
institution  of  a  North  American  Free  Trade  Agreement  (much-heralded 
during  Ronald  Reagan's  1980  presidential  campaign),  may  prove  ir- 
resistible in  the  long  run.  The  mutual  gains  to  be  realized  through  such 
arrangements  could  outweigh  and  eventually  overwhelm  cultural  and 
political  considerations.  At  present,  however,  the  Canadian  federal 
government  is  attempting  to  diminish  the  national  economy's 
vulnerability  to  overreliance  on  one  trading  partner,  while  the  U.S. 
government  has  made  retaliatory  gestures  that  could  in  time  evolve 
substantive  policies  aimed  at  protecting  its  domestic  industries  from 
competition  and  thwarting  Canada's  resistance  to  continental  free 
trade. 

U.S.  CANADA  TRADE  and  INVESTMENT 

About  two-thirds  of  the  U.S. -Canadian  trade  is  in  manufactured  goods. 
The  United  States  exports  more  engineering  products  and  machinery 
for  specialized  industries  than  it  imports  from  Canada,  while  it  imports 
more  fuels,  raw  materials  and  finished  motor  vehicles.  (Two-thirds  of 
all  manufactured  exports  from  Canada  are  automotive  parts,  cars,  and 
other  transport  equipment.)  Primary  products,  such  as  pulp,  paper,  oil 
and  natural  gas,  account  for  nearly  one-third  of  U.S.  imports  from 
Canada:  otherwise  imports  and  exports  are  fairly  evenly  dispersed 
across  a  wide  spectrum  of  products. 

The  United  States  is  the  largest  foreign  investor  in  Canada,  with  assets 
totalling  nearly  $70  billion  in  1981.  Canada  is  the  third  largest  investor 
in  the  U.S.,  and  in  recent  years  new  flows  of  Canadian  capital  for  direct 
investment  in  the  U.S.  have  exceeded  U.S.  flows  to  Canada.  The  Cana- 
dian investment  in  the  U.S.  may  exceed  $20  billion,  according  to  recent 
reports.  Canadian  real  estate  development  corporations  are  among  the 
largest  operating  in  the  U.S.,  with  immense  holdings  in  high  growth 
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Resources  dominate 
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The  tie  that  binds 

WHERE  OUR  EXPORTS  WENT.  1980 
S  million 

1.  US 46.825  63.1% 

2.  Japan 4.370  5  9% 

3.  Britain 3.193  4.3% 

4.  West  Germany 1,637  2.2% 

5.  USSR 1.535  2.1% 

6.  Netherlands 1 ,428  1  9% 

7.  France 997  1.3% 

8.  Belgium  Luxembourg       987  1.3% 
9     Italy 981  1.3% 

10     Brazil 893      1.2% 

Other 11,383     154% 

TOTAL 74.229  100.0% 
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areas  such  as  Texas,  Florida,  California,  New  Yorlt,  and,  with  its  rise  as 
a  financial  center  for  western  energy  development,  Denver,  Colorado. 
There  are  increasing  numbers  of  Canadian  entrepreneurs  and 
businesses  investing  in  American  manufacturing,  energy,  communica- 
tions, and  retail  sectors  as  well,  seeking  larger  markets  and  a  more  prof- 
itable environment  for  expansion.  The  size  of  the  U.S.  market  and  its 
similarity  to  the  Canadian  market,  coupled  with  the  obvious  benefits  of 
geographic  and  demographic  continuities,  the  impacts  of  deregulation 
and  tax  cuts,  and  the  bargains  available  in  a  depressed  American  real 
estate  market,  comprise  an  enticing  package  of  opportunities  for  Cana- 
dians with  money  to  spend. 

The  so-called  "Canadian  Invasion"  cannot  be  compared,  however,  to 
the  continued  presence  of  American  investments  in  Canada.  Foreign  in- 
vestment represents  only  about  three  or  four  percent  of  total  invest- 
ment in  the  United  States,  and  of  that  percentage  Canadians  can  only 
claim  a  15  percent  share.  In  other  words,  the  total  investment  con- 
trolled by  Canadian  firms  amounts  to  less  than  half  of  one  percent.  In 
sharp  contrast,  American  firms  control  almost  75  percent  of  foreign 
direct  investments  in  Canada. 

POLICIES  AFFECTING  TRADE  RELATIONS 

Foreign  Investment  Review  Agency 

The  Canadian  Parliament,  responding  to  increasing  popular  concern 
for  the  maintenance  of  economic  independence,  passed  in  1974  the 
Foreign  Investment  Review  Act,  which  in  turn  established  a  federal 
agency,  FIRA,  to  screen  foreign  capital  investments  and  block  those 
that  are  considered  detrimental  to  the  national  interest.  FIRA  was 
designed  to  facilitate  "Canadianization"  of  key  sectors  of  the  economy 
and  prevent  excessive  concentrations  of  foreign  ownership  and  control 
in  basic  industries.  Many  American  corporations,  among  which  can  be 
found  the  largest  supporters  of  the  current  U.S.  Administration,  have 
argued  from  the  outset  that  FIRA  was  a  belligerent  infringement  upon 
free  enterprise  and  the  world  market  system. 

Canadian  authorities  have  consistently  countered  this  attack  with  the 
argument  that  the  U.S.  has  been  blatantly  protectionist  in  the  past  and 
would  become  even  more  so  if  foreign  investment  levels  in  the  U.S. 
even  approached  those  in  Canada.  After  nearly  a  decade  FIRA  is  ac- 
cepting about  90  percent  of  the  investment  applications  it  receives,  so 
the  charge  that  the  agency  seriously  impedes  cross-border  investment 
traffic  is  a  difficult  one  to  support. 

Applications  to  FIRA  are  judged  on  several  criteria  including  the 
foreseeable  impacts  on  productivity,  innovation,  employment,  com- 
petition and  efficiency,  as  well  as  the  level  of  participation  by  Cana- 
dians in  the  ownership  and  management  of  the  proposed  enterprise. 
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Compatibility  with  national  and  provincial  policies  is  also  taken  into  ac- 
count. Foreign  companies  wishing  to  open  operations  in  Canada 
typically  have  promised  to  purchase  Canadian  raw  materials,  to  con- 
duct other  business  with  Canadian  companies  and  to  export  a  portion  of 
their  finished  goods.  All  these  measures  assure  FIRA  that  substantial 
economic  benefits  will  accrue  to  Canadians  as  a  result  of  the  new  in- 
vestment. 

Foreign  ownership  of  Canadian  manufacturing  still  amounts  to  47  per- 
cent of  the  total,  compared  to  three  percent  in  the  United  States.  Nine- 
teen of  Canada's  50  largest  corporations  are  run  by  non-Canadians, 
whereas  only  two  such  corporations  in  the  U.S.  are  foreign-owned. 
Outsiders  own  about  37  percent  of  Canada's  mining  industry  compared 
to  5  percent  in  the  United  States.  Not  surprisingly  Canadians  find  the 
virulence  of  many  prominent  Americans'  attacks  against  FIRA  unrea- 
sonable. The  gates  are  still  open,  for  the  most  part,  and  under  current 
conditions  of  deepening  recession  and  trickling  investment  Canada  is 
acutely  aware  of  its  endemic  capital  shortage  and  the  need  for  new  in- 
vestments to  generate  long-term  employment  and  sustainable  eco- 
nomic development  projects. 

Under  pressure  from  the  continental  business  community  and  the  U.S. 
executive  branch,  and  wary  of  the  severe  impacts  protectionist  sen- 
timents in  the  U.S.  Congress  could  have  on  Canadian  workers,  the 
Liberal  government  in  Ottawa  has  committed  itself  to  reviewing  FIRA's 
administrative  procedures.  In  November  1982,  the  party  policy  con- 
vention passed  a  resolution  calling  for  specific  changes  including  the 
following: 

•  ownership  allowed  in  a  company  before  it  is  presumed  to  be 
foreign-owned.  (At  present,  the  ceiling  is  set  at  five  percent  for  any 
single  investor  and  25  percent  for  any  group  of  non-Canadian  in- 
vestors.): 

•  all  but  large  businesses  and  some  sectors  of  the  economy  would  be 
exempt  from  review,  and 

•  a  list  of  sensitive  industries  in  which  foreign  control  would  be  con- 
sidered unacceptable  would  be  published. 

These  changes  would  alleviate  some  of  the  distress  that  FIRA  has 
allegedly  caused  American  and  other  investors.  The  act  remains  vague 
as  to  what  constitutes  a  "significant  benefit"  to  Canada,  however, 
especially  in  requiring  investments  to  suit  both  federal  and  provincial 
industrial  strategies,  which  are  increasingly  contradictory.  Moreover,  a 
Cabinet  decision  based  upon  FIRA's  recommendations  regarding  any 
particular  investment  cannot  be  appealed,  nor  can  the  Minister's  deci- 
sion to  submit  a  firm's  investment  plans  for  FIRA  review.  According  to 
year-end  reports,  foreigners  are  still  finding  it  twice  as  fast  and  twice  as 


easy  to  invest  in  Canada.  Only  six  percent  of  the  357  applications  con- 
sidered between  June  and  October  1982  were  rejected,  compared  to  a 
14  percent  rejection  rate  for  only  176  applications  processed  one  year 
earlier. 

National  Energy  Program 

Canada's  National  Energy  Program  jNEP)  is  even  more  hotly  disputed 
than  FIRA  by  American  firms  |and  some  Canadian  interests).  Estab- 
lished in  1980,  the  NEP  was  designed  to  reduce  foreign  ownership  and 
control  of  Canadian  energy  to  50  percent  before  the  year  2000.  In  1980, 
78  percent  of  Canada's  oil  and  gas  industry  was  foreign-owned:  U.S. 
companies  alone  accounted  for  64  percent  of  the  total.  The  Liberal 
government  decided  that  such  levels  in  a  sector  of  the  economy  con- 
sidered vital  to  the  country's  security  and  general  welfare  had  to  be 
brought  down,  and  thus  implemented  a  program  that  included  special 
incentives  for  Canadian  oil  and  gas  producers  and  the  government's 
direct  entry  into  the  energy  market  through  its  Crown  Corporation, 
PetroCanada. 

Among  the  varied  consequences  of  the  NEP  has  been  a  flight  of  small 
companies,  Canadian  and  American,  south  of  the  border,  and  a  general 
hue  and  cry  amidst  larger  American  corporations  and  the  U.S.  Con- 
gress. NEP's  American  critics  argue  that  the  policy  discriminates 
against  U.S.  firms,  while  defenders  of  the  program  insist  that  all  foreign 
companies  are  treated  equally  in  Canada;  seeming  discrimination  is 
merely  the  result  of  the  disproportionate  number  of  American  energy 
companies  doing  business  up  north. 

Multilateral  Trade  Negotiations 

Thirty-five  years  ago  many  of  the  non-communist  trading  countries 
concluded  the  General  Agreement  on  Tariffs  and  Trade  and  established 
an  international  organization,  the  GATT,  to  oversee  the  reduction  of 
tariffs  and  other  nationally  imposed  restrictions  upon  international 
trade.  Through  a  series  of  multilateral  trade  negotiations  (MTN),  usual- 
ly referred  to  as  the  Dillon,  Kennedy,  and  Tokyo  Rounds  (each  Round 
covering  a  seven-year  period),  tariff  and  non-tariff  barriers  have  been 
substantially  curtailed.  At  the  conclusion  of  the  Tokyo  Round  of  GATT 
negotiations  in  1979,  66  percent  of  all  imports  to  Canada  entered  duty- 
free. According  to  the  agreed-upon  schedule,  tariff  and  import  fees  will 
be  further  reduced  by  1987  so  that  80  percent  of  imports  enter  each  par- 
ticipating country  without  charge.  World  wide,  tariffs  on  many  traded 
goods  are  supposed  to  be  dropped  entirely  by  1986.  Currently,  95  per- 
cent of  Canadian  exports  to  the  United  States  are  subject  to  duties  of 
five  percent  or  less. 
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While  MTN  sessions  have  been  fairly  successful  in  lowering  tariffs, 
they  have  not  fared  so  well  with  non-tariff  obstacles  to  free  trade  such 
as  export  subsidies,  special  license  and  fee  requirements,  import  quotas 
and  voluntary  export  restraints  on  certain  industrial  products.  Both  the 
United  States  and  Canada  have  had  occasion  to  charge  each  other  with 
violations  of  GATT  rules.  The  U.S.  has  claimed  the  FIRA's  investment 
stipulations  are  contrary  to  international  agreements,  while  Canada 
points  to  the  fact  that  the  U.S.  only  adheres  to  GATT  rules  which  do  not 
conflict  with  domestic  legislation.  The  latest  round  of  multilateral  trade 
negotiations  has  produced  new,  American-backed  complaints  against 
regional  development  grants,  government  financing  of  commercial 
enterprises  and  research  and  development  grants,  all  of  which  are  not 
uncommon  in  Canada. 

Subsidized  export  financing  has  become  part  of  the  international 
economic  system,  despite  the  prohibition  of  most  subsidy  devices  by 
the  GATT.  Both  Canada  and  the  United  States  engage  in  export 
assistance,  the  former  through  such  measures  as  regional  expansion 
grants,  the  latter  via  Domestic  International  Sales  Corporations 
(DISCS).  Differences  in  the  two  countries'  tax  systems  also  result  in 
divergent  incentives  for  investment  and  trade  which  can  easily  be  con- 
strued as  subsidization.  Countervailing  duties  are  often  the  policy 
response  to  an  export  subsidy,  with  net  economic  losses  to  consumers 
everywhere  and  increased  complexity  in  bilateral  negotiation.  Cana- 
dian content  laws  and  "Buy  America"  schemes  create  sticky  problems 
for  private  companies  and  public  officials  in  both  countries. 

During  the  latest  GATT  meetings,  held  in  November  1982,  efforts  were 
made  by  both  the  U.S.  and  Canada  to  patch  up  differences  and  consider 
new  kinds  of  cooperation,  including  joint  ventures  in  the  export  of  high 
technology  products  and  possible  joint  financing  by  the  U.S.  Import  Ex- 
port Bank  and  Canada's  Export  Development  Corporation  of  mutually 
advantageous  projects.  A  Safeguard  Agreement,  which  would  outline 
emergency  restrictions  that  could  be  used  when  domestic  industries  are 
imperiled,  was  discussed  as  a  means  of  avoiding  conflicts  and  prevent- 
ing a  wave  of  protectionist  legislation.  Neither  country's  government 
desires  a  trade  war.  The  Reagan  Administration  has  been  outspoken  in 
favor  of  expanded  free  trade,  and  Canada  would  be  a  major  victim  if 
the  American  Congress  adopted  restrictive  laws  governing  imports. 
The  Auto  Pact,  a  sectoral  trade  arrangement  made  to  distribute  to 
American  and  Canadian  auto  producers  an  equitable  share  of  the  North 
American  market,  is  becoming  an  irritant  to  both  sides.  Canadians  have 
long  desired  to  renegotiate  the  pact,  claiming  it  has  cost  them  money  12 
of  the  past  17  years.  The  United  States,  on  the  other  hand,  is  threaten- 
ing to  undermine  the  pact  with  domestic  content  requirements  for  all 
cars  sold  within  the  U.S.  Canadian  lumber,  uranium  and  potash  are 


also  current  targets  of  protectionist  forces  in  the  U.S.,  while  at  the  same 
time  some  Americans  are  intent  on  bringing  investment  policies  and 
performance  requirements  (such  as  Canada's  FIRA  and  NEP)  once 
again  before  the  GATT.  Moreover,  as  a  host  economy  for  foreign  in- 
vestment, Canada  continues  to  feel  pressure  from  capital-exporting 
countries  (such  as  the  United  States)  in  the  ongoing  process  of  for- 
mulating an  investment  code  for  multinational  corporations.  The  effect 
of  these  pressures  has  been  to  reduce  Canada's  leverage  against 
American  critics  of  FIRA. 

All  in  all,  Canadian- American  trade  relations,  while  complex  and  prob- 
lematic, still  are  reasonably  cordial.  At  the  very  least,  there  is  an  image 
of  friendliness  that  continues  to  be  reinforced  by  the  rhetorical 
statements  of  both  countries'  leaders  and  diplomats.  Further  deteriora- 
tion of  trade  relations  would  cause  much  harm  to  businesses  and  to 
citizens  on  both  sides  of  the  border,  so  it  is  unlikely  that  either  govern- 
ment will  go  very  far  toward  cutting  off  the  flow  of  goods  and  services 
between  the  U.S.  and  Canada.  The  key  domestic  political  concern  in 
both  countries  at  present  is  jobs.  The  Liberal  government  in  Ottawa  is 
reevaluating  some  of  its  allegedly  restrictive  trade  policies  to  avoid  fur- 
ther increases  in  unemployment  and  the  Reagan  Administration  has 
threatened  to  veto  any  protectionist  legislation  coming  out  of  the  new 
Congress  which  it  considered  detrimental  to  the  national  interest. 

CANADA'S  TRADE  OPTIONS 

There  is  a  considerable  body  of  research  in  Canada  advocating  in- 
creased free  trade.  Both  the  Economic  Council  (an  advisory  group)  and 
the  Foreign  Affairs  Committee  of  the  Canadian  Senate  have  endorsed 
free  trade  as  a  means  of  allowing  Canadian  firms  to  reach  larger 
markets.  The  Financial  Post,  a  leading  business  weekly  newspaper, 
polled  many  chief  executives  of  private  companies  in  1979  and  found 
that  more  than  half  approved  of  free  trade.  Other  national  polls  have  in- 
dicated that  a  majority  of  people  in  each  province  feel  the  same  way. 
Nevertheless,  the  Liberal  Party,  traditionally  a  champion  of  free  trade 
and  further  integration  with  the  U.S.  economy,  has  in  recent  years 
demonstrated  cautious  support  for  free  trade  in  some  areas  and  plain 
disapproval  in  others.  With  the  recent  shift  in  economic  power  toward 
the  provinces  and  the  West  in  particular,  the  federal  government  could 
lose  increasing  tax  revenues  and  other  measures  of  fiscal  power  if 
Alberta  and  other  provinces  are  free  to  export  goods  to  the  United 
States  and  elsewhere.  In  addition,  the  specialization  that  free  trade 
would  engender  in  Canada  could  weaken  the  country's  ability  to  act  in- 
dependently and  sustain  its  international  identity  as  a  sovereign  state. 

There  appears  to  be  a  consensus  throughout  Canada  that  some  degree 
of  trade  liberalization  is  in  order,  notwithstanding  general  opposition 
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from  the  New  Democratic  Party,  which  supports  a  more  consolidated 
effort  along  socialist  lines  to  achieve  national  self-sufficiency.  A  range 
of  trade  options  for  Canada  is  listed  below;  each  would  entail  costs  and 
benefits  for  Canadians  in  general.  Most  liberal  (i.e.  non-nationalistic) 
economists  favor  the  multilateral  free  trade  option  or  variations  on  the 
same  theme.  This  choice  is  of  course  contingent  upon  the  cooperation 
of  Canada's  trading  partners.  Economic  nationalists  warn  against  the 
pitfalls  of  specialization  to  suit  world  rather  than  domestic  demand  in  a 
turbulent  age,  and  they  are  especially  wary  of  further  Americanization 
of  Canadian  industry. 

Trade  Options: 

•  Multilateral  free  trade  (all  tariffs  and  trade  barriers  are  progressive- 
ly eliminated); 

•  Free  trade  with  the  U.S.  and  Europe; 

•  Free  trade  with  the  U.S.  and  Japan; 

•  Free  trade  with  the  U.S.  only  (full-scale  development  of  the  con- 
tinental market); 

•  Sectoral  trade  agreements  with  the  U.S.  or  others  (for  example  in 
energy  resources;  or  petrochemicals); 

•  Unilateral  free  trade  (with  Europe,  or  Japan,  or  all  countries); 

•  Increased  protectionism; 

•  Autarky  (Self-sufficiency;  greater  political  control  of  economy),  and 

•  Status  quo. 

Which  option  Canada  will  choose  in  the  next  few  years  depends  upon  a 
number  of  factors,  not  the  least  of  which  is  the  possibility  that  a  Conser- 
vative government  will  replace  the  Liberals  in  the  next  federal  election. 
Prime  Minister  Trudeau  has  mentioned  that  he  may  step  down  as 
prime  minister;  and  in  any  event,  an  election  must  take  place  by  the 
end  of  1985. 

On  the  U.S.  side,  there  is  no  doubt  as  to  which  range  of  options 
American  leaders  favor  for  Canada.  There  is  bipartisan  support  for  in- 
creased free  trade  within  North  America.  In  June  and  October  of  1979, 
the  Subcommittee  on  International  Trade  of  the  U.S.  Senate  Finance 
Committee  held  hearings  on  the  subject  of  North  American  Economic 
Interdependence.  A  number  of  Senators  (including  Montana's  Senator 
Baucus)  introduced  resolutions  requesting  the  President  to  enter  into 
negotiations  with  the  governments  of  Canada  and  Mexico  for  the  pur- 
pose of  establishing  a  North  American  Continental  Trade  Commission. 
At  least  one  of  the  resolutions  supported  the  idea  of  a  common  market 
for  energy,  including  the  joint  development  of  energy  sources,  energy- 
marketing   incentives,    and    a    three-way   partnership   among   U.S., 


Canada,  and  Mexico.  Candidate  Reagan  made  the  "North  American 
Accord  "  on  energy  and  other  trade  matters  a  cornerstone  of  his  cam- 
paign for  the  presidency;  little  has  been  said  or  done  about  the  initiative 
in  the  inter\'ening  years,  however.  Reaction  to  the  idea  was  not 
favorable  in  Canada  or  Mexico.  The  remarks  made  by  former  Canadian 
Ambassador  to  the  U.S.,  Peter  Towe,  at  the  Midwestern  Governors' 
Conference  on  Energy  in  1981  provide  a  clear  indication  of  the  official 
Canadian  attitude  toward  the  common  market  scheme. 


We  Canadians  are  a  sensitive  lot.  Thus,  you  will  not  be  surprised  to  learn 
that  many  of  us  view  with  some  concern  recent  suggestions  by  important 
political  figures  in  the  United  States— including  several  presidential  con- 
tenders—that some  kind  of  North  American  free-trade  union  might  be 
established  to  reduce  your,  and  our,  oil-import  dependence  on  OPEC.  You 
can  appreciate  our  lack  of  enthusiasm  for  this  Yukon-to-the -Yucatan  free- 
trade  area. .  . . 

The  idea  would  in  practice  mean  unlimited  access  to  the  gargantuan 
American  energy  appetite  to  our  comparatively  modest  supplies  of  a 
nonrenewable  resource— a  resource  that  is  vital  to  our  energy  security,  but 
one  that  would  only  be  capable  of  a  marginal  contribution  to  your  needs.  At 
the  same  time,  the  interdependence  of  Canada's  economy  with  that  of  the 
United  Stales  is  undeniable,  and  our  interest  in  a  healthy  U.S.  energy 
economy  is  shared  by  every  other  country  in  the  Western  World.  We  also 
share  with  others  the  belief  that  unless  and  until  the  United  States  gets  its 
energy  consumption  and  oil-import  dependence  under  control,  all  of  the  ef- 
forts by  other  nations  to  create  a  sound  global  oil  supply-demand  balance 
will  be  in  vain. 

. .  .To  the  extent  that  our  respective  fuel  supplies,  now  and  in  the  future,  can 
be  enhanced  through  cooperative  efforts,  lam  certain  such  efforts  will  not  be 
hindered  from  north  of  the  border.  However,  I  believe  that  our  relations  are 
sufficiently  mature  that  we  no  longer  need  to  be  preoccupied  on  either  side  of 
the  border  with  the  kind  of  unhelpful  symbolism  that  the  concept  ofcontinen- 
talism  represents  in  Canada. 

Peter  M.  Towe 
Washington  Post,  1981 
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Exchange  rates  have  a  marked  influence  on  the  outcome  of  Canada's 
fiscal  and  monetary  policies,  as  well  as  on  the  balance  of  payments. 
When  the  value  of  the  Canadian  dollar  drops  (relative  to  the  U.S. 
dollar),  capital  flows  out  of  the  country,  imports  become  more  expen- 
sive, interest  rates  tend  to  fall,  and  revenues  from  tourist-related  ser- 
vice industries  tend  to  increase.  The  low  exchange  value  of  the  Cana- 
dian dollars  helps  exporters  sell  their  products  abroad.  Conversely, 
when  the  Canadian  dollar  appreciates  in  value,  exports  tend  to  fall  off, 
imports  increase,  capital  flows  into  the  country  and  interest  rates  in- 
crease. 

These  general  effects  and  impacts  on  Canada's  balance  of  payments  are 
complicated-and  sometimes  reversed— due  to  the  Canadian 
economy's  close  association  with  the  United  States  economy.  Monetary 
authorities  have  only  limited  power  to  influence  behavior  in  capital 
markets  since  Canada  is  so  dependent  on  foreign  investors  who  can 
easily  shift  their  financial  resources  into  American  institutions  to  earn 
higher  interest  and  dividends.  Consequently,  Canadian  banks  are 
always  striving  to  maintain  interest  rates  slightly  above  those  in  the 
U.S.,  an  effort  that  has  negative  results  for  individual  Canadians  seek- 
ing mortgage  and  consumer  loans.  High  interest  rates  are  a  disincentive 
to  productive  investment,  and  have  a  dramatic  impact  on  the  federal 
deficit,  since  the  government  has  to  pay  high  interest  rates  on  past 
debts. 


ECONOMIC  CONTRASTS 


PERSONAI, 
DISWJSABl.E 


INCOME 

(inUS   dollars) 

1950 

1955 

1960 

1965 

1970 

1975 

1980 

CANADA 

890 

1,248 

1,533 

1,712 

2,429 

4.807 

6.888 

No\a  Scoua 

671 

941 

1.180 

1,297 

1,926 

3,835 

5.561 

Quebec 

769 

1,083 

1.354 

1.567 

2.192 

4.341 

6351 

Ontario 

1.069 

1.472 

1.777 

1.954 

2.815 

5.265 

7.390 

Alheria 

899 

1.262 

1.550 

1.690 

2.427 

4.953 

7,681 

UNITED  STATES 

1,362 

1,664 

1,947 

2,448 

3,390 

5,075 

8,002 

S<iur>.c  Bunk  ut  Canada  R,-\iny  (D.x  1«72  4  No\  1981):  Bank  ut  Canada  SlalrMual 
Siininiary  SttppU-nu-nl  (1965),  Thi*  Confcicncc  Board  in  Canada.  Slaliitics  Canada.  L  S 
Dt-panmi-nl  iil  Cnnimi-ite.  Bureau  of  Etonomii  Analysis. 

Prospcrilv  varies  from  province  tu  province,  but  on  average.  Cana- 
dians do  not  lag  far  behind  Americans  Canada's  economy  moves  in 
tandem  with  thai  of  ihe  United  Slates,  sharing  its  ups  and  downs,  its 
air  pollution,  even  its  unemplovment  rates  "Living  neM  to  vou  is 
like  sleeping  with  an  elephant."  Pierre  Trudeau  once  told  Presideni 
Nixon.  Canadian  industry  has  been  especially  hard-hit  by  chronic 
recession  south  of  the  border  The  Canadian  Science  Council  warned 
in  1979  that  the  country  was  moving  "away  from  an  industrialized 
economv  back  to  one  based  on  the  export  of  raw  materials'  — 
timber,  ores,  grain,  gas.  and  oil.  The  council  charged  that  US  -based 
multinationals  had  deprived  Canada  of  200,000  skilled  )obs  bv  locat- 
ing assembly  plants  in  Canaila  while  keeping  research  and  manage- 
ment operations  in  the  United  States,  Ottawa's  solution:  a  $1  billion 
program  to  aid  domestic  high-technology  industries  (eg.  aerospace, 
electronics,  medical  equipment)  and  new  laws  curbing  foreign  in- 
vestment Results  are  not  yet  in.  Predictably,  foreign  investment  has 
fallen  off — a  mixed  blessing. 


Source:  Wilson  Quarterly .  Summer  7982 
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And  all  power  in  its  recalcitrance  to  that  still  uncoordinated,  unblended  and 
indigestible  Canada  that  is  obstructing  assimilation  not  only  abroad  but 
within  itself!  The  problem  we  all  have  to  face  is  the  defence  of  individual 
identity  against  the  centralized  official  domination  that  can  so  easily  become 
a  faceless  despotism. 

Edmund  Wilson 
O  Canada,  1965 

PERSPECTIVE 

It  is  easy  for  Americans  to  forget  that  Canadians  are  a  breed  apart 
politically  and  culturally.  Americans  tend  to  ignore  the  fact  that  Canada 
is  indeed  a  separate,  sovereign  nation,  a  foreign  country.  Canadians 
tend  to  remind  their  southern  neighbors  of  this  fact  as  often  as  civil 
discourse  allows.  In  some  cases,  the  Canadian's  voice  is  a  strident 
one— at  times  even  shrill— exhorting  his  or  her  Yankee  cousins  to  take 
cognizance  of  the  high  degree  of  influence  American  corporations  wield 
over  Canada's  economy,  or  simply  to  stop  taking  Canada  for  granted. 

Generally  speaking,  however,  the  amity  and  apparent  likenesses  the 
two  populations  have  shared  in  the  past  century  have  given  rise  to  far 
more  subtle  means  of  remarking  upon  the  more  essential  distinctions. 
The  maple  leaf  insignia  became  a  sort  of  talisman  for  Canadians  travel- 
ing the  world  during  the  Vietnam  War  years,  shielding  them  from  the 
censure  and  castigation  Europeans  and  others  were  wont  to  hurl  at 
anyone  speaking  North  American  English.  In  truth,  the  English  Cana- 
dian tongue  is  what  might  be  called  Tory-touched,  and  the  written 
language  is  spiced  with  seeming  incongruities. 


The  lexicon  of  Canadian  English  is  replete  with  both  British  spellings 
and  the  modern  American  penchant  for  acronyms.  In  Canada,  labor  is 
labour,  center  is  centre,  program  is  programme,  defence  is  spelled  with 
an  "s"  instead  of  "c,  "  and  French  is  not  only  le  frangais,  but  a  way  of 
thinking  and  a  way  of  life  for  more  than  six  million  people.  MP  stands 
for  Minister  of  Parliament,  not  Military  Police;  PM  means  Prime 
Minister,  not  late  in  the  day;  NEP  is  the  National  Energy  Program,  (cir- 
ca 1980).  Grits  with  a  capital  "G"  refers  to  members  of  the  Liberal  Par- 
ty, which  only  the  PC's  (Progressive  Conservatives)  or  the  NDP  (New 
Democrats)  would  have  any  interest  in  swallowing  up. 

CBC,  the  Canadian  Broadcasting  Corporation,  is  more  like  Britain's 
BBC  than  our  own  ABC,  NBC,  or  CBS,  although  the  government  has 
recommended  that  it  become  more  like  PBS,  with  commercials.  DBS  is 
not  a  network  but  rather  a  technology— Direct  Broadcast  Satel- 
lites—which Canadians  are  pioneering  with  the  help  of  NASA's  space 
shuttle.  An  MLA  is  a  Minister  of  the  Legislative  Assembly  in  any  of 
Canada's  ten  provincial  governments.  The  word  "ridings"  has  nothing 
to  do  with  equestrian  jaunts  through  the  countryside,  but  refers  to  elec- 
toral constituencies  roughly  equivalent  to  our  Congressional  districts.  A 
poll-watcher  is  called  a  scrutineer  in  Canada,  and  for  some  reason 
Canadians  say  "out"  as  if  it  were  spelled  "oot." 

Here  in  Montana,  and  elsewhere  in  the  Western  states,  the  most  ob- 
vious sign  of  Canada  is  a  yellow  license  plate  (from  Alberta),  an  over- 
sized bankroll  (also  from  Alberta),  or  the  tell-tale  "eh"  at  the  end  of 
every  other  sentence.  Otherwise,  likenesses  abound  throughout  the 
West.  Ottawa  is  likely  to  be  spoken  of  with  about  the  same  measure  of 
derision  or  contempt  in  the  Western  provinces  as  is  Washington,  D.C. 
in  the  Western  states.  Informality  is  a  cultural  trait  on  both  sides  of  the 
49th  parallel,  and  so  is  the  spirit  of  independence  and  the  myth  of 
rugged  individualism. 

Even  though  Canadians  from  the  Western  provinces  are  more  like 
Americans  in  consumer  tastes  and  political  preferences  than  are  their 
counterparts  in  Central  and  parts  of  Eastern  Canada,  it  is  nevertheless 
important  to  keep  in  mind  at  least  some  of  the  cultural  and  historical 
differences  that  make  the  Canadian  state  and  its  citizens  distinctive  and 
worthy  of  respect.  The  next  few  pages  explain  some  of  the  "isms"  that 
help  to  clarify  what  makes  Canadian  society  different. 


CONTINENTALISM 

Continentalism  refers  to  a  persistent  logic  whereby  the  international 
border  separating  the  United  States  from  its  northern  neighbor  signifies 
more  a  burdensome  impediment  to  natural  integrative  forces  than  a 
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historical  frontier  dividing  two  distinct  societies.  The  continentalist  tra- 
dition in  North  America  has  been  manifested  in  recurrent  attempts  to 
establish  a  U.S.-Canadian  trade  regime  free  of  tariff  and  non-tariff  bar- 
riers and  characterized  by  commercial  structures  that  need  not  bother 
with  the  restrictive  aspects  of  national  sovereignty. 

Canada  itself  represents  the  endurance  of  popular  resistance  to  such 
logic.  Many  of  the  country's  inhabitants  are  descended  from  disgruntl- 
ed Tory  colonialists  who  migrated  northward  during  the  American  War 
of  Independence.  Confederate  harassment  from  British  Canadian  sanc- 
tuaries during  the  Civil  War  invited  invasion  by  U.S.  federal  troops,  as 
had  Canada's  strategic  importance  as  a  loyal  British  colony  during  the 
War  of  1812.  While  the  fear  of  military  conquest  has  for  the  most  part 
died  away  with  the  passage  of  time  and  the  solidification  of  alliances 
forged  during  the  two  World  Wars,  some  Canadians  remain  concerned 
with  the  predominant  role  the  U.S.  plays  in  NATO  and  the  defense  of 
North  America.  More  importantly,  the  mammoth  economic  and  com- 
munications presence  of  the  United  States  raises  fears  of  a  different  and 
more  pervasive  kind  of  domination. 

Tariffs  and  other  customs  duties  and  the  East-West  transcontinental 
railway  provided  essential  glue  to  the  Canadian  Confederation  from  its 
inception  in  1867.  In  recent  years,  direct  investment  has  enabled 
American-based  firms  to  leap  over  the  tariff  wall  and  establish 
numerous  plants  and  subsidies  in  Canada.  American  television  pro- 
gramming has  also  flooded  Canadian  airwaves,  despite  government  at- 
tempts to  filter  this  sort  of  cultural  overflow.  Nearly  70  percent  of  TV 
programs  in  Canada  are  American,  and  so  is  a  high  proportion  of  books, 
magazines,  movies,  sports  and  popular  music.  Much  of  Canadian  in- 
dustry is  owned  or  otherwise  controlled  by  its  giant  neighbor.  A  still- 
developing  country  rich  in  raw  materials,  Canada  has  in  a  sense  pur- 
chased its  standard  of  living  by  mortgaging  a  large  share  of  its  resources 
and  industrial  base  to  American  capital.  As  a  professor  from  the 
University  of  Toronto  put  it,  "In  Canada  we  may  still  own  the  cup- 
board, but  little  of  its  contents." 

The  extraterritorial  implications  of  American  power  have  added 
another  dimension  to  the  spectre  of  continentalism.  Under  the  Foreign 
Assets  Control  Regulations  (the  Trading  with  the  Enemy  Act],  the  Sher- 
man Act  and  Section  7  of  the  Clayton  Act,  the  American  government  re- 
tains the  primary  jurisdiction  in  deciding  which  countries  its  foreign 
subsidiaries  may  or  may  not  trade  with,  when  they  might  or  might  not 
discuss  mergers,  and  so  on.  The  American  embargoes  on  trade  with 
China  and  Cuba  thus  raised  many  Canadian  hackles,  since  potentially 
lucrative  trade  contracts  were  forestalled  by  the  inability  of  certain 
plants  to  deliver  parts  and  components  for  export. 


Not  everyone  in  Canada  is  opposed  to  continentalism,  or  subscribes  to 
the  brand  of  economic  nationalism  proclaimed  and  carried  forth  by 
Prime  Minister  Trudeau  and  more  strident  advocates  of  greater  in- 
dependence from  the  continental  market.  Expanded  trade  with  the 
United  States  is  popular  in  the  Western  provinces  as  well  as  in  the 
relatively  impoverished  Atlantic  region.  Some  of  the  more  vociferous 
critics  of  national  policy  and  centralized  government  in  Canada  have 
gone  so  far  as  to  advocate  separation  from  the  confederation  and  at 
least  a  provisional  attachment  to  the  U.S. 

Continentalism  remains,  however,  a  suspect  and  unpopular  concept  in 
Canada;  it  seems  just  another  word  for  Americanization. 

ECONOMIC  NATIONALISM 

Economic  nationalism  most  often  refers  to  protectionist  and  sometimes 
discriminatory  policies  enacted  by  governments  to  shelter  a  national 
economy  from  the  impacts  and  influences  of  the  world  market.  That 
Canada's  economy  ought  to  be  more  independent  of  American  corpora- 
tions and  American  capital  and  less  influenced  by  economic  policy 
decisions  taken  in  Washington,  DC,  is  a  recurrent  theme  in  Canadian 
public  policy  debates,  and  it  is  an  endless  source  of  domestic  and 
bilateral  controversy.  The  dependency  is  most  visible  in  the  areas  of 
trade  and  investment. 

The  Canadian  economy  is  small  and,  to  a  relatively  large  extent,  reliant 
upon  foreign  trade  for  its  vitality.  About  two-thirds  of  Canada's  exports 
are  sold  in  the  U.S.  market,  and  70  percent  of  the  country's  imports 
come  from  the  U.S.  Eighty  percent  of  foreign  direct  investment  in 
Canada  is  of  U.S.  origin,  controlling  roughly  a  quarter  of  Canadian  non- 
financial  industries.  Foreign  investment  in  Canada  has  been  concen- 
trated in  key  sectors  of  the  economy,  such  as  energy  (65  percent 
foreign-owned  in  1980)  and  mining  (35  percent),  and  the  overwhelming 
majority  of  enterprises  involved  are  American.  The  situation  is 
characterized  by  the  oft-quoted  phrase:  "When  the  U.S.  economy 
sneezes,  Canada  catches  cold.  "  In  addition,  much  of  the  promise  that 
Canada's  abundant  resources  hold  for  the  future  is  contingent  upon  the 
price  and  availability  of  investment  capital  in  American  money 
markets. 

Economic  nationalism  has  been  and  continues  to  be  perceived  as  a  vital 
component  of  Canada's  national  development.  The  "National  Policy" 
of  Canada's  founding  fathers  was  designed  specifically  to  prevent  the 
north-south  geographic  and  trade  linkages  from  fostering  the  absorp- 
tion of  Canada  by  the  United  States,  hence  the  erection  of  a  tariff  wall 
and  the  transcontinental  railway.  While  public  opinion  has  shifted  back 
and  forth  during  subsequent  years,  the  policies  of  the  Canadian  federal 
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government  under  the  leadership  of  Pierre  Trudeau  and  the  Liberal 
Party  have  continued  to  uphold  the  importance  of  using  the  tools  of 
political  sovereignty  to  shape  and  augment  economic  relations, 
especially  in  relation  to  the  United  States. 

In  1980,  Trudeau  and  his  ministers  announced  the  National  Energy 
Policy  (NEP).  One  of  the  goals  of  the  NEP  was  to  increase  Canadian 
ownership  and  control  of  the  production  of  oil  and  natural  gas  in  the 
country.  The  Foreign  Investment  Review  Agency  (FIRA|  had  already 
been  established  to  check  excessive  levels  of  foreign  investment  in 
other  key  sectors  of  the  economy.  A  tax  bill  was  passed  in  Parliament  in 
1976,  aimed  at  promoting  Canadian  magazine  publishers  and  broad- 
casters, thereby  protecting  Canadian  identity  and  culture  from 
American  overflows.  Bill  C-58  made  it  financially  disadvantageous  for 
Canadian  firms  to  advertise  their  products  in  non-Canadian  periodicals, 
radio  and  television.  Subsequent  legislation  disallowed  deducting 
business  convention  expenses  incurred  outside  Canada. 

These  and  other  efforts  to  "Canadianize"  the  Canadian  economy  have 
not  met  with  much  favor  in  the  United  States.  Strong  reaction  to  the 
NEP  and  other  policies  has  further  complicated  the  increasingly 
controversy-filled  Canadian- American  relations. 

Economic  nationalism  is  not  very  popular  in  Canada's  Western  prov- 
inces either,  because  it  tends  to  reduce  export  earnings  and  investment 
opportunities,  which  are  responsible  for  most  of  the  West's  wealth. 
Many  Canadians  suspect  that  Canadianization  efforts  are  really  a  con- 
tinuation of  a  program  to  further  centralize  and  ultimately  socialize  the 
national  economy. 

The  consequences  of  economic  nationalism  appear  to  be  negative  when 
they  are  measured  in  strictly  economic  terms;  protectionist  policies  are 
difficult  to  justify  in  terms  of  their  contribution  to  net  material  welfare 
gains.  The  importance  of  economic  nationalism  to  the  continuation  and 
further  development  of  Canada's  identity  as  an  independent  country  is 
not  so  easily  dismissed,  however.  Canada's  NEP,  FIRA,  C-58  and  other 
cultural  and  economic  policy  initiatives  have  produced  mixed  results. 

REGIONALISM 

Canada  is  often  said  to  have  too  much  geography  and  too  little  history. 
The  vastness  of  the  country's  territorial  spaces  and  its  extremely 
diverse  geographical  profile  have  combined  with  federal  economic 
policies  to  produce  strong  regions,  with  important  consequences  for 
Canada's  development  as  a  nation.  Regional  identity  serves  as  a 
counterweight  to  the  central  government's  enduring  attempts  to  forge  a 
consistent  national  identity  for  all  Canadians.  For  most  people  in 


Canada,  the  experience  of  living  in  a  region  and  sharing  this  experience 
with  succeeding  generations  is  a  more  common  and  more  potent  source 
of  fellow-feeling  than  the  relatively  brief  tenure  Canada  has  had  as  an 
independent  country.  The  concentrations  of  ethnic  immigrants  in  cer- 
tain regions  of  the  country  accentuate  this  tradition. 

Canada  seems  to  have  been  destined  by  geography  and  the  politics  of 
federalism  to  have  an  industrialized  center  and  an  agricultural  and 
resource-extraction  periphery.  This  heartland-hinterland  phenomenon 
has  been  the  cause  of  considerable  resentment  in  the  Western  prov- 
inces, since  most  economic  decision  making,  and  the  consequent  in- 
vestment, income,  and  employment  benefits  of  industrial  develop- 
ment, have  been  concentrated  in  Central  Canada,  where  most  of  the 
people  live. 

Transport  and  trade  issues,  particularly  those  affecting  the  shipment  of 
wheat  from  prairie  to  terminal  facilities  and  federal  control  of  oil  and 
gas  exports,  have  traditionally  aroused  strong  sentiment  in  the  West; 
hence  the  rise  of  "western  alienation"  and  the  sometimes  divisive  im- 
pacts it  has  had  on  Canadian  unity.  The  high  tariff  (vis  a  vis  U.S.  goods 
and  markets],  railway  development  (providing  a  conduit  for  low-priced 
Western  agricultural  products  to  travel  eastward,  and  more  expensive 
manufactured  goods  to  make  the  return  journey),  and  Ottawa's 
political  muscle  have  fueled  discontent  among  Westerners,  who  logical- 
ly perceive  the  benefits  of  Confederation  to  have  accumulated  in  the 
more  populous  East.  The  French/English  contradiction  in  Central 
Canada  has  in  turn  forced  the  government  in  Ottawa  to  focus  greater  at- 
tention on  the  Western  provinces  as  a  source  of  political  support. 
Federal  grants  for  regional  development  have  been  issued  since  the  ear- 
ly 1970s,  in  part  to  accomplish  this  end. 

In  the  past  ten  years  the  balance  of  economic  power  has  shifted  rather 
dramatically  to  the  resource-rich  West.  The  precipitous  increase  in  oil 
prices,  coupled  with  increasing  demand  for  energy  to  fuel  Canada's  in- 
dustrial infrastructure,  has  added  enormous  weight  to  the  political 
stature  of  provincial  premiers,  such  as  Alberta's  Peter  Lougheed.  The 
MP  from  the  West  still  has  little  opportunity  to  influence  federal  policy 
(especially  when  representing  the  party  in  opposition),  which  in 
Canada's  parliamentary  system  is  the  preserve  of  Cabinet  Ministers 
and  advisors.  A  region  that  withholds  support  from  the  central  govern- 
ment cannot  reasonably  expect  its  interests  to  be  accommodated  in 
Parliament;  it  therefore  must  lay  claim  to  a  broader  range  of  powers. 
The  West  has  thus  seized  what  opportunities  its  newfound  wealth  and 
constitutional  provisions  afford  it  to  exercise  leverage  against  Ontario 
and,  when  necessary,  the  Ontario/Quebec  combination. 
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Regionalism  is  not  just  a  source  of  divisiveness  in  Canada.  Regional 
character  has  provided  an  ample  supply  of  creative  inspiration  to  Cana- 
dian artists,  and  it  serves  as  a  cultural  wellspring  for  national  organiza- 
tions. "Diversity  is  our  strength"  and  "strong  parts  make  a  strong 
whole"  are  common  expressions  in  Canada.  As  a  member  of  Toronto's 
Theatre  Alliance  put  it,  "a  country  that  is  5,000  miles  from  coast  to 
coast,  with  two  official  languages,  numerous  aboriginal  bases,  and 
massive  immigration  from  around  the  world  has  a  most  unusual  na- 
tional culture."  It  only  takes  one  visit  to  any  of  Canada's  regions  to  con- 
firm this  notion. 

There  are  a  number  of  standard  formats  by  which  to  divide  Canada  into 
regions.  Some  of  these  are  based  upon  physical  or  political  perspec- 
tives: each  province  and  territory  can  be  regarded  as  a  region  unto 
itself,  or  one  can  ignore  their  somewhat  arbitrary  boundaries  for  the 
sake  of  geological,  vegetative,  soil,  or  climatic  "regions."  Others  con- 
centrate on  cultural  and  economic  factors,  hence  one  hears  of  English 
Canada/French  Canada,  or  Urban  Canada/Rural  Canada  and  Industrial 
Canada/ Agricultural  Canada.  Perhaps  the  most  common  and  up-to-date 
method  of  subdividing  Canada  into  regions  incorporates  geographical, 
economic,  cultural  and  historical  factors.  The  results  also  serve  as  a 
guide  to  regional  politics.  Ontario  and  Quebec  together  are  often  re- 
ferred to  as  Central  Canada,  B.C.  is  often  considered  along  with  Alberta 
and  Saskatchewan  as  the  West,  and  sometimes  the  Yukon  and  parts  of 
the  Northwest  Territories  are  included  in  discussions  of  the  West. 


STATE  CAPITALISM 

Canadians  have  generally  regarded  government  as  necessary  to  per- 
form a  wide  range  of  roles  for  the  benefit  of  society  and  its  individuals. 
Government  presence  in  Canada's  economy  is  extensive;  the  country's 
major  airline,  railroad,  and  telephone  services  are  part  of  the  public 
sector,  and  government  agencies  provide  all  Canadians  with  virtually 
free  medical  care.  Prime  Minister  Trudeau  stated  in  1975  that  "We 
[Canadians]  haven't  been  able  to  make  it  work,  the  free  market 
system,"  and  while  his  attitude  reflects  a  consensus  of  opinion  in 
Canada,  at  least  until  very  recently,  the  public  at  large  still  regards  the 
socialist  alternative  with  skepticism  and  fear.  Canadians  generally 
speak  well  of  the  American  private  sector  (members  of  the  socialist 
New  Democratic  Party  and  other  leftist  groups  notwithstanding).  The 
consequence  of  Canada's  "Tory-touched  "  liberalism  and  North  Amer- 
ican resistance  to  greater  socialization  is  a  mixed  economy,  weighted  in 
favor  of  pubUc  enterprises  in  certain  key  sectors.  These  public  enter- 
prises compete  with  private  corporations  in  a  moderately  regulated  na- 
tional market. 


The  primary  rationale  for  government  intervention  in  the  economy  is 
the  asymmetrical  relationship  between  Canada  and  the  United  States. 
Without  effective  tariffs  to  promote  manufacturing,  publicly  financed 
transportation  schemes,  government  supported  communications  and 
arts  programs,  and  an  aggressive  export  marketing  policy,  there  is  no 
way,  it  has  been  argued,  for  Canadian  businesses  and  entrepreneurs  to 
compete  with  their  American  counterparts.  With  a  tenfold  advantage  in 
population,  and  hence  a  much  larger  domestic  market,  the  United 
States  can  produce  more,  consume  more,  invest  more  and  trade  more 
goods  and  services  than  even  the  most  efficient  Canadian  economy  im- 
aginable. If  not  for  government-run  enterprises  in  certain  sectors.  Cana- 
dians have  concluded,  the  skills  gained  from  research  and  development 
and  the  economic  spinoffs  associated  with  modern  manufacturing  ac- 
tivities would  ineluctably  be  siphoned  off  by  their  southern  neighbor 
via  the  "rationalization  "  directives  of  American-based  multinationals 
and  the  natural  pull  of  market  forces. 

Another  reason  for  Canada's  traditional  acceptance  of  a  powerful 
public  sector  role  can  be  found  in  the  country's  ideological  underpin- 
nings. Immigrants  from  Great  Britain  brought  with  them  many  of  the 
ideas  of  the  Labour  Party.  European-style  tripartitism,  which  stresses 
the  partnership  of  business,  labor,  and  government,  is  another  manifes- 
tation of  Canada's  ideological  heritage. 

The  principal  instrument  through  which  Canadian  governments 
(federal  and  provincial)  participate  directly  in  the  economy  is  the 
Crown  Corporation.  Crown  Corporations  are  owned  and  controlled  by 
the  public  and  managed  by  appointed  officials.  They  are  financed  large- 
ly by  Canadian  taxpayers  and  have  the  general  public  as  their  share- 
holders. From  its  beginning,  Canada's  huge  territory,  sparse  popula- 
tion, and  proximity  to  the  American  economic  giant  have  stimulated 
government  forays  into  business.  Crown  Corporations  have  served  a 
nation-building  function,  as  well  as  providing  employment,  altering  in- 
come distribution,  collecting  economic  rents  for  the  use  of  natural 
resources,  supporting  research  and  development  activities  and  enhanc- 
ing the  prestige  of  several  of  the  country's  provinces. 

While  the  Crown  Corporation  continues  to  play  a  significant  role  in 
Canada's  overall  economic  performance,  the  rise  of  conservatism,  par- 
ticularly in  Western  Canada,  presents  the  possibility  that  Canadians 
will  opt  out  of  the  traditional  formula  in  favor  of  great  privatization, 
along  the  hnes  of  the  United  States.  During  Joe  Clark's  brief  tenure  as 
Prime  Minister  in  1979,  the  Conservative  majority  in  Parliament  ad- 
vocated the  sale,  to  private  buyers,  of  Canada's  newest  and  most  promi- 
nent Crown  Corporation,  Petro  Canada;  in  recent  months  a  number  of 
citizen  groups  and  business  associations  have  routinely  run  full-page 
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advertisements  in  magazines  and  newspapers  denigrating  the  govern- 
ment's active  role  in  business  as  a  dangerous  step  on  the  path  toward 
full-scale  socialism.  At  the  provincial  level,  the  newly  elected  premier 
of  Saskatchewan  has  also  introduced  plans  to  put  Crown  Corporations 
up  for  sale. 

The  increase  in  anti-government  sentiment  reflects  a  variety  of  factors, 
including  a  lack  of  consensus  about  the  priority  to  be  assigned  to  a 
growing  list  of  national  objectives,  general  disillusionment  with  the 
political  process  and  the  government's  ability  to  cope  with  increasingly 
complex  problems,  a  feeling  of  not  receiving  value  for  money,  and  con- 
cern about  growing  infringements  upon  individual  freedoms.  This 
trend  has  obvious  parallels  in  the  Western  states,  where  the  so-called 
"Sagebrush  Rebellion  '  sparked  renewed  interest  in  states'  rights  and  a 
return  to  freewheeling  capitalism.  Nevertheless,  the  Reagan  Ad- 
ministration's emphasis  on  cutting  the  federal  role  in  domestic  affairs, 
its  reliance  on  free  market  economics,  and  its  dependence  on  private 
sector  initiative  run  counter  to  the  outlook  of  many  Canadians.  As  one 
federal  official  has  said,  "Canadians  expect  government  to  work,  and 
when  it  doesn't  they  don't  want  it  to  be  dismantled— they  want  it  to 
work  better." 

A  Further  Note  on  Crown  Corporations 

There  are  approximately  60  scheduled  Crown  Corporations  in  Canada. 
Schedule  B  corporations  have  a  departmental  status:  Petro  Canada, 
Canadian  National,  and  Air  Canada  are  examples.  Schedule  C  corpora- 
tions are  quasi-commercial  in  nature,  and  are  considered  agencies  of 
the  government:  the  National  Research  Council,  the  Atomic  Energy 
Control  Board,  and  the  Economic  Council  are  Schedule  C  corporations. 
Schedule  D  corporations  are  proprietary  in  nature,  the  government  be- 
ing a  partner  in  an  otherwise  private  enterprise:  the  Canadian  Develop- 
ment Corporation  and  Telesat  are  examples.  The  latter  type  of  Crown 
Corporation  exercises  the  greatest  autonomy  from  government  control, 
whereas  Schedule  B  corporations  serve  the  government  directly  as 
agencies  of  public  policy. 

There  are  mixed  enterprises  in  Canada  in  which  one  or  more  govern- 
ments participate.  Saskatchewan  and  Alberta  are  jointly  involved  in 
several  corporations,  for  example.  Examples  of  provincially  owned  and 
operated  Crown  Corporations  include:  the  B.C.  Resources  Investment 
Corp.,  the  Alberta  Energy  Company  and  the  Saskatchewan  Mining 
Development  Corporation. 

BILINGUALISM/BICULTURALISM 

There  exists  in  Canada  an  official  dedication  to  the  image  of  a  cultural 
mosaic.  The  federal  government  is  determined  to  resist  the  perceived 


uniformity  of ' '  melting  pot  "  America  and  embrace  the  concept  of  diver- 
sity, so  that  Canada's  many  ethnic  and  cultural  groupings  can  maintain 
their  traditions  while  still  sharing  the  benefits  of  Canadian  citizenship. 
In  the  strictest  of  terms,  Canada  is  a  bilingual  and  bicultural  state,  a  for- 
mulation dating  back  to  the  previous  century  wherein  Canada's  leaders 
were  forced  to  acknowledge  that  the  country  consisted  of  two  founding 
nations,  English  and  French.  All  government  documents  are  printed  in 
both  languages  (often  times  side  by  side  or  back  to  back),  and  since  the 
turn  of  the  century  three  of  Canada's  nine  prime  ministers  have  been 
French  Canadians.  (About  45  percent  of  Canada's  population  is  of 
British  origin:  29  percent  is  French:  26  percent  comes  from  other  na- 
tional groups,  notably  Italian.  German,  and  Ukranian.) 

The  complicated  responsibilities  attendant  upon  the  central  govern- 
ment in  attempting  to  maintain  bilingualism  and  biculturalism  are  im- 
mense, and  they  have  had  a  tremendous  influence  in  the  always  com- 
plex relationship  between  Ottawa  and  the  provinces.  Schooling  has 
long  been  a  divisive  issue,  involving  not  only  the  right  of  students  to  be 
educated  in  their  mother  tongue  (particularly  children  of  French 
ancestry  living  outside  Quebec),  but  also  the  relative  status  of  public 
denominational  schools  (most  French-speaking  Canadians  are  Catholic, 
whereas  the  majority  of  English-speaking  Canadians  are  Protestant.) 

The  complicated  responsibilities  attendant  upon  the  central  govern- 
ment in  attempting  to  maintain  bilingualism  and  biculturalism  are  im- 
mense, and  they  have  had  a  tremendous  influence  in  the  always  com- 
plex relationship  between  Ottawa  and  the  provinces.  Schooling  has 
long  been  a  divisive  issue,  involving  not  only  the  right  of  students  to  be 
educated  in  their  mother  tongue  (particularly  children  of  French 
ancestry  living  outside  Quebec),  but  also  the  relative  status  of  pubhc 
denominational  schools  (most  French-speaking  Canadians  are  Catholic, 
whereas  the  majority  of  English-speaking  Canadians  are  Protestant.) 

The  situation  was  further  enflamed  with  the  passage  of  Bill  101  in  the 
Quebec  provincial  legislature  in  1977.  This  controversial  law  requires 
that  all  school  children  in  Quebec  be  educated  in  the  French  language 
unless  either  of  their  parents  were  taught  in  English  within  the  prov- 
ince. Bill  101  has  been  viewed  by  many  English-speaking  Canadians  as 
one  stage  in  the  Quebec  government's  plan  to  separate  from  Canada 
and  establish  an  independent  state.  While  the  Parti  Quebe'cois  admits 
to  this  ultimate  objective,  subject  to  popular  approval  within  the  prov- 
ince, it  has  insisted  that  the  language  bill  essentially  protects  the  prov- 
ince's long-suffering  cultural  heritage. 

Other  issues  have  also  aroused  public  debate  over  bilingual- 
ism/biculturalism,  such  as  the  case  where  pilots  and  air  traffic  control- 
lers insisted  on  their  right  to  communicate  in  French  at  any  of  Canada's 
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metropolitan  airports.  The  major  problem  is  quite  obvious:  most 
English-speaking  Canadians,  especially  those  in  the  West,  have  little 
need  or  incentive  to  learn  French,  hence  the  level  of  obstinancy  and 
resentment  toward  federal  policy  directives  and,  in  some  cases,  the 
province  of  Quebec  itself.  So  far  New  Brunswick  is  the  only  province 
that  is  officially  bilingual. 

The  status  and  language  rights  of  ethnic  minority  groups,  such  as  the  In- 
dians and  Inuit  (Eskimos)  in  Canada's  Yukon  and  Northwest  Territories 
have  also  been  called  into  question.  The  Quebec  government  has  been 
particularly  forthcoming  in  its  efforts  to  grant  language  rights  to  the  In- 
uit people  living  in  the  northern  reaches  of  the  province,  partly  due  to 
the  importance  of  arriving  at  agreeable  land  settlements  to  make  way 
for  the  gargantuan  James  Bay  hydroelectric  facility. 

Canada's  native  people  consist  of  at  least  10  cultural  groupings,  speak- 
ing over  60  different  languages.  Immigration  also  continues  to  be  a  ma- 
jor source  of  population  increase  and  cultural  diversity,  and  established 
settlement  patterns— Asians  in  the  Vancouver  area,  Italians  and  people 
from  the  West  Indies  in  Toronto,  Eastern  Europeans  on  the  prair- 
ies—have intensified  the  multicultural  aspect  of  Canada.  Bilingualism 
and  biculturalism  create  (and  reflect)  certain  tensions  and  strains  in 
Canadian  society,  and  these  are  easily  multiplied  by  the  contradictory 
image  and  reality  of  multiculturalism.  Nevertheless,  many  Canadians, 
both  within  and  without  government  circles,  firmly  believe  that  much 
of  Canada's  strength  as  a  nation  is  found  in  its  diversity  and  mutual 
toleration. 

Note  on  Official  Languages 

Throughout  Canada's  history,  the  existence  of  two  major  linguistic 
groups  has  been  one  of  the  dynamic  forces  that  has  shaped  the  country 
and  has  contributed  much  to  its  unique  character.  To  safeguard  this 
valuable  national  heritage,  the  federal  government  has  taken  steps  to 
ensure  that  both  English-speaking  and  French-speaking  Canadians 
have  equal  opportunities  to  participate  in  Canada's  future. 

In  1963  it  appointed  a  Royal  Commission  on  Bilingualism  and 
Biculturalism  to  inquire  into  a  wide  range  of  questions  relating  to 
language  and  culture  in  Canada.  Following  the  publication  of  the  first 
book  of  the  commission's  final  report,  the  federal  government  pro- 
posed the  Official  Languages  Bill,  which  Parliament  adopted  in  July 
1969,  and  which,  accordingly,  came  into  force  in  September  of  the 
same  year. 

The  act  stipulates  that  "the  English  and  French  languages  are  the  of- 
ficial languages  of  Canada"  and  that  they  "possess  and  enjoy  equality 


of  status  and  equal  rights  and  privileges  as  to  their  use  in  all  the  institu- 
tions of  the  Parliament  and  Government  of  Canada." 

The  act  states  that  in  the  National  Capitol  Region,  and  in  other  areas 
where  there  is  sufficient  demand,  federal  government  services  shall  be 
available  in  both  official  languages  and  that  a  Commissioner  of  Official 
Languages  reporting  directly  to  Parliament  shall  ensure  compliance 
with  the  act.  It  should  be  noted  that  the  act  and  indeed  federal  official 
languages  policy  as  a  whole  aim  not  to  make  all  Canadians  "bilingual," 
but  on  the  contrary  to  ensure  that,  wherever  they  are  reasonably  con- 
centrated, those  who  speak  English  and  those  who  speak  French  may 
deal  with  the  federal  government  in  their  own  language. 

The  main  responsibility  for  official  languages  policies  and  programs  is 
shared  by  the  Treasury  Board,  the  Department  of  the  Secretary  of  State, 
the  Public  Service  Commission  and  the  National  Capitol  Commission. 
In  addition,  the  Commissioner  of  Official  Languages  is  responsible  for 
ensuring  that  the  official  languages  are  recognized  in  practice  and  that 
the  institutions  of  the  Parliament  and  Government  of  Canada  conduct 
their  business  in  compliance  with  the  spirit  and  intent  of  the  act. 

Within  practical  limits,  the  Official  Languages  Act  permits  everyone  to 
address,  in  writing  or  orally,  any  department  or  agency  of  the  federal 
government  in  English  or  French  and  to  receive  a  response  in  the  same 
language.  Documents  or  publications  printed  by  these  departments  or 
agencies  for  the  public  must  also  appear  in  both  languages.  Parliament 
has  provided  the  Commissioner  of  Official  Languages  as  an  om- 
budsman to  back  up  these  rights.  Appointed  by  the  House  of  Commons 
and  the  Senate  for  a  seven-year  term,  the  commissioner  must  in- 
vestigate all  complaints. 

Federal  departments  and  agencies  in  the  National  Capitol  Region  are 
required  to  serve  the  public  in  both  official  languages.  Moreover,  in  a 
constitutional  conference  in  1969  the  first  ministers  of  Canada  and  all 
10  provinces  agreed  that  "steps  must  be  taken  to  assure  that  the  two  of- 
ficial languages.  .  are  recognized  in  these  two  cities  (Ottawa-Hull)  and 
in  the  National  Capitol  Region  in  general,  so  that  Canadians  may  have  a 
feeling  of  pride  and  participation  in  and  attachment  to  their  Capitol." 

SEPARATISM 

Political  independence  and  cultural  sovereignty  have  long  been  an  ob- 
jective of  Quebec  nationalists.  Since  the  Quiet  Revolution  of  the  1960s, 
during  which  French  Canadians  overcame  the  strictures  of  a 
semifeudal  and  heavily  religious  set  of  traditions,  an  active  and  vocal 
minority  in  Quebec  has  risen  to  political  prominence  and  has  openly 
advocated  separation  from  the  rest  of  Canada.  In   1980,  the  Parti 
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Quebe'cois  (PQ)  under  Premier  Rene  Levesque  conducted  a  referendum 
on  the  question  of  whether  the  provincial  government  ought  to  begin 
negotiations  with  the  federal  government  on  a  new  relationship  called 
Sovereignty-Association.  While  the  proposed  program  did  not  include  a 
complete  break  with  Canada  (it  suggested  free  trade  and  a  monetary 
union  with  the  other  provinces),  60  percent  of  Quebec  voters  voted 
"no"  on  the  referendum.  Premier  Levesque  and  the  PQ  were  returned 
to  office  in  subsequent  elections,  and  although  he  has  pledged  not  to 
repeat  the  referendum  process,  his  and  the  party's  long-term  goal  re- 
mains the  same:  a  sovereign  Quebec. 

Frustration  with  the  inefficiencies  of  centralized  government  and  the 
economic  inequities  resulting  from  Canadian-style  federalism  has 
caused  a  wave  of  separatist  sentiment  to  rise  up  in  the  Western  pro- 
vinces as  well,  WEST-FED  (for  Western  Federation  Concept)  is  a  group 
composed  primarily  of  business  people  bent  on  dismantling  much  of 
the  Ottawa  government's  constitutional  powers.  They  seek  a  much 
closer  association  of  the  Western  provinces  (primarily  as  a  trading 
bloc),  and  further  integration  with  the  U.S.  economy.  Another  fledgling 
separatist  party,  the  Western  Canada  Concept  (WCC),  failed  to  keep  its 
seats  in  the  provincial  legislature  after  the  1982  reelection  of  Conser- 
vative Premier  Lougheed  in  Alberta,  but  the  resentment  and  distrust 
many  Western  Canadians  feel  toward  Ottawa,  Quebec,  and  especially 
Pierre  Trudeau  remains  a  potentially  divisive  force  in  federal  politics. 

Uncertainty  and  division  are  endemic  to  Canada's  political  condition. 
Regional  differences,  cultural  cleavages  and  a  problematic  sharing  of 
constitutional  powers  between  provincial  and  federal  authorities 
almost  guarantee  the  continuation  of  separatist  impulses.  It  is  fair  to  say 
that  many  Canadians  are  profoundly  ambivalent  about  the  issues  of 
centralization  and  decentralization  of  political  affairs.  As  one  govern- 
ment official  puts  it,  "In  the  heart  of  every  Canadian  there  lurks  both  a 
separatist  and  a  federalist."  Separatism  is  identified  with  individual 
and  local  autonomy,  and  maximum  freedom  to  develop  singular  talents 
and  provincial  resources.  Federalism  speaks  to  the  communal  spirit, 
the  drive  to  establish  unity,  and  the  practical  means  of  settling  inter- 
regional differences  equitably  and  effectively  under  the  banner  of  na- 
tionhood. 

The  eventual  outcome  of  these  dual  strains  on  the  Canadian  psyche  is 
difficult  to  predict,  and  is  in  large  part  easily  affected  by  the  responses 
they  meet  in  the  United  States.  While  Quebec's  separation  from 
Canada  would  further  complicate  North  American  defense  issues  and 
NATO  arrangements,  U.S.  administrations  have  not  perceived  the 
event  (publicly,  at  least),  as  a  threat  and  have  opted  to  stay  clear  of  the 
controversy.  A  newly  styled  confederation  of  Western  provinces  might 


or  might  not  be  considered  beneficial  to  the  U.S.  economy;  while  im- 
proved access  to  the  region's  natural  resources  would  be  a  boon,  the 
Western  Canadians  could  become  more  formidable  competitors  in 
world  markets  than  they  are  now.  The  strength  and  vitality  of  Canada's 
central  government  presents  challenges,  as  well  as  offering  comfort  and 
opportunity  to  America's  business,  government,  and  military  leaders. 
One  thing  is  certain:  any  effort  in  the  United  States  to  manipulate  or 
take  advantage  of  separatist  activities  will  not  meet  much  favor  in 
Canada. 


INTERNATIONALISM 

Canada  is  an  advanced  country,  but  it  remains  in  some  ways 
"underdeveloped"  and  saddled  with  dependency  relationships,  hence 
its  relatively  strong  ties  with  the  Third  World.  While  Canadians  enjoy  a 
material  standard  of  living  roughly  equal  to  that  of  Americans,  their 
huge  reserves  of  untapped  resources  and  lack  of  sufficient  financial 
capital  to  develop  them  independently  has  led  to  a  condition  of  invest- 
ment penetration  similar  to  that  faced  by  many  poorer  countries  of  the 
southern  hemisphere.  Canada  only  recently  ceased  to  be  a  colony 
within  the  British  Empire,  and  the  country's  citizens  seem  to  empathize 
with  the  plight  of  other  former  colonies  more  easily  than  do  Americans 
and  residents  of  the  formerly  imperial  states  of  the  Old  World. 

Canada's  foreign  relations  are  marked  by  a  preference  for  multilateral 
diplomacy,  notably  in  the  areas  of  international  development 
assistance  and  the  Law  of  the  Sea.  In  contrast  to  the  United  States,  the 
Canadian  federal  government  has  been  vocally  supportive  of  the 
United  Nations  programs  and  other  redistribution  initiatives  aimed  at 
establishing  a  New  International  Economic  Order.  Canadian  delegates 
to  the  Law  of  the  Sea  Conferences  over  the  past  nine  years  have  been 
chiefly  responsible  for  key  concepts,  such  as  the  extension  of  coastal 
state  jurisdiction  over  all  offshore  economic  resources  to  two  hundred 
miles.  While  a  full  participant  in  the  NATO  alliance,  Canada  has  re- 
jected the  development  or  emplacement  of  nuclear  weapons  on  its  ter- 
ritory, has  favored  expanded  trade  links  with  China  and  the  Soviet 
Union,  supported  detente,  and,  most  recently,  opposed  the  imposition 
of  economic  sanctions  against  the  USSR  to  delay  construction  of  the  gas 
pipeline  to  Western  Europe. 

The  Canadian  brand  of  internationalism  is  clearly  different  from  that  of 
its  imposing  neighbors,  the  United  States  and  the  Soviet  Union.  Canada 
has  had  no  apparent  imperial  ambitions  of  its  own.  The  country  has 
been  until  quite  recently  an  autonomous  outpost  of  the  depleted  British 


60       Glossary 


Empire  and  a  submissive  partner  to  the  United  States.  Its  economy  be- 
ing so  dependent  upon  foreign  trade,  however,  Canada  has  been  an  in- 
creasingly assertive  competitor  in  international  markets,  particularly  in 
the  Pacific  Rim  countries,  and  the  Canadian  International  Develop- 
ment Agency  (CIDA)  has  been  quite  active  in  the  Caribbean  basin. 

Canada's  bilingual  and  bicultural  status  has  amplified  the  significance 
of  its  overseas  connections.  French  Canadians  twice  resisted  conscrip- 
tion into  the  service  of  the  British  (in  the  Boer  War  and  First  World 
War),  and  the  Province  of  Quebec  has  established  its  own  network  of 
trade  and  cultural  representatives  in  the  formerly  French  colonies  of 
Africa  and  the  West  Indies.  Canada  as  a  whole  continues  to  uphold  its 
place  and  membership  in  the  British  Commonwealth,  and,  since  the 
end  of  World  War  II,  Canadian  troop  contingents  have  played  active 
roles  in  U.N.  peacekeeping  efforts  throughout  the  world. 

Since  the  early  1970s,  largely  in  response  to  the  United  States'  across 
the  board  imposition  of  a  10  percent  tariff  on  imported  goods,  Canada 
has  pursued  poUcies  designed  to  reduce  its  proportion  of  trade  with  the 
U.S.  in  favor  of  increased  diplomatic  and  economic  ties  with  the  Euro- 
pean Community,  Japan,  and  developing  countries.  Labelled  the 
"Third  Option,  "  (the  first  and  second  options  being  creeping  integra- 
tion with  the  U.S.  or  deliberate  and  full-scale  integration),  this  aher- 
native  long-term  strategy  was  designed  to  "strengthen  the  Canadian 
economy  and  reduce  the  present  Canadian  vulnerability."  This  more 
international,  as  opposed  to  bilateral,  approach  to  Canada's  future  rela- 
tions with  other  countries  is  still  in  effect,  as  is  evidenced  by  the  con- 
tinuation of  the  Foreign  Investment  Review  Agency  and  Canada's  ac- 
tive participation  in  the  series  of  periodic  multilateral  trade  negotia- 
tions to  revise  the  postwar  General  Agreement  on  Trade  and  Tariffs,  or 
GATT. 


The  relative  uncertainty  of  Canada's  purpose  in  the  world  as  a  nation 
has  been  offset  by  the  perpetuation  of  certain  myths  which  provide 
substance  to  the  beUef  that  Canadians  are  not  just  like  Americans. 
These  myths  (hke  all  myths),  are  not  devoid  of  truth;  rather  they  sym- 
bolize exaggerated  truths  about  Canadian  political  culture  as  compared 
with  American  political  culture.  Some  of  these  myths,  juxtaposed  to 
their  American  counterparts— that  is,  oversimplified  conceptions  of  the 
United  States— are  listed  below. 


Mythical  Canada  is: 
a  "Northern"  nation 

a  Dual  nation,  French  &  English 

the  product  of  counter- 
revolution, hierarchical  and 
wedded  to  tradition 

characterized  by  its  orderly  and 
peaceful  Westward  expansion 

Bilingual 

a  Multicuhural  "Mosaic"  which 
is  basically  non-racist 

non-Imperialistic 

a  non-  (or  Supra-)  national  state 

a  middle-level  power  with 
strong  positive  links  with  the 
Third  World 


Whereas  Mythical  America  is: 

a  nation  befitted  to  mixed  or 
temperate  latitudes 

a  cultural  uniformity;  one  Nation 
under  God,  indivisible,  etc. 

a  liberal-egahtarian  society,  more 
interested  in  the  future  than  in 
the  past 

guilty  of  savagery  against  Indians; 
somewhat  proud  of  its  heritage  of 
frontier  lawlessness 

Monolingual,  with  polyglot 
enclaves 

an  assimilating  "Melting  Pot," 
always  encumbered  with  the 
dilemmas  of  racial  inequality 

a  neocolonial  or  economically  im- 
perialist power 

Nationalist  and  Chauvinistic 

a  Superpower  largely  alienated 
from  the  less-developed  countries 
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OUR  BEST  SELLERS  AND  CANADA'S 

Judging  b\  what  l/ltv  read.  Canadians  and  Aini-ruam  liavf  qiiile  dillfrenl  lliinf:'.  ("i 
ihcir  niindi.  The  iionficlwn  beilsflUr  Iims  from  Maclean's  and  Time  for  llw  wxvk 
of  March  29. 1982.  show  thai  American  book  buyers  seem  lo  lavor  se.\.  self-help,  and 
humor:  ihe  Canadian  list  tills  louvrd  cutreni  et-enls  and  hislorv. 

i'iiiuidti 

1  THE  ACQUISITORS.  bv  Pcici  Nt-wnian:  Thi-  second  volume  of  a  Muilv  ol 
ihe  Canadian  business  establishment 

2  CONSEOl'ENCES,  by  Margaret  Trudcau  The  Prime  Mmisters  estranged 
wife  tells  all 

3  THE  LORD  COD  MADE  THEM  ALL.  by  James  Hernot;  The  life  of  a  York- 
shire veterinarian. 

4  THE  NEW  CANADIAN  REAL  ESTATE  INVESTMENT  GUIDE,  by  Henry 
Zimmer:  How  lo  gel  rich  without  really  trving 

5  THE  GAME  OF  Ol'R  LIVES,  bv  Peter  Gzowski;  A  year  in  the  life  of  the 
National  Hockev  League's  Edmonton  Oilers 

P  THE  HOLY  BLOOD  AND  THE  HOLY  GRAIL,  by  Henry  Lincoln.  Michael 
Baigent.  and  Richard  Bardmont  A  iheon  that  Christ  had  descendants  who 
today  form  a  secret  society  among  the  English  aristocracy. 

7  FLAMES  ACROSS  THE  BORDER,  by  Pierre  Berton:  The  Canadian- 
American  conflict  during  the  War  of  1812. 

8  JANE  FONDA'S  WORKOUT  BOOK,  by  Jane  Fonda:  A  physical  and  philo- 
sophical legimen  for  women. 

9  I  REMEMBER  SUNNYSIDE.  by  Mike  Filey:  A  history  of  a  Toronto 
amusement  park  and  how  people  spent  their  leisure  time  in  bvgone  da\s 

10  MEN  OF  PROPERTY,  by  Susan  Goldenberg:  A  profile  of  the  top  10  land 
development  corporations  in  Canada. 

iiilrcJ  Suilc^ 

1  JANE  FONDA'S  WORKOUT  BOOK,  by  Jane  Fonda. 

2  A  FEW  MINUTES  WITH  ANDY  ROONEY,  by  Andy  Rooney:  Musings  bv 
the  60  Minnies  television  commentator 

3  A  LIGHT  IN  THE  ATTIC,  by  Shel  Silverstein  Humorous  cartoons  and 
verse . 

4  NOBODY'S  PERFECT,  by  Hendrie  Weisinger  and  Norman  Lobscnz:  How 
to  make  friends  and  influence  people. 

?  HOW  TO  MAKE  LOVE  TO  A  .MAN.  by  Alexandra  Pennev 

6  WEIGHT  WATCHER  S  365-DAY  MENU  COOKBOOK,  by  Weight 
Watcher's  International 

7  WHEN  BAD  THINGS  HAPPEN  TO  GOOD  PEOPLE,  by  Harold  Kushner: 
Words  of  solace  from  a  Massachusetts  rabbi 

8  WHAT  EVERY  WOMAN  SHOULD  KNOW  ABOUT  MEN.  by  Joyce 
Brothers, 

0  THE  I  LOVE  NEW  YORK  DIET,  by  Bess  Myerson  and  Bill  Adler 

10  THE  INVISIBLE  BANKERS,  by  Andrew  Tobias:  An  expose  of  the  insur- 
ance industry. 


CANADIAN  ACRONYMS 


BNA  ACT  British  North  America  Act  (1867) 

NEP  National  Energy  Pohcy 

FIRA  Foreign  Investment  Review  Agency 

NEB  National  Energy  Boarci 

CP  Canadian  Pacific  Railway 

CN  Canadian  National  Railway 

CBC  Canadian  Broadcasting 
Corporation 

PC  Progressive  Conservative 

PQ  Parti  Quebe'cois 

NDP  New  Democratic  Party 

MP  Minister  of  Parliament  (federal) 

MLA  Minister  of  the  Legislative  Assembly 

(provincial) 

DRIE  Department  of  Regional  Industrial  Expansion 

PETRO-CAN  Petroleum  Company  of  Canada 

SOCRED  Social  Credit  Party 

WCC  Western  Canada  Concept 


Source:  Wilson  Quarterly,  Summer  1982 


62 


o 


CANADA 


^ 


^^ 


-t-1- 


AMI^    <nv>i4        OV  *4*U>^    O  SAM —    A-M,       "t  MHUO         0V      tiMfitt        %1  THce 


^ 


61*  -    »  _-  flu    ' 

ri(      w  -  top*., 


fi'    TU^  —  Hi- 


^ 


^^ 


^  I  4  i- 


f  5 


E    '-^T 


^ 


^ 


^ 


?  ?  ^  i 


T       f      TI. 


^ 

^'"fi — 

=l^= 

\i 

JLL_i_-_ 

— , 

*!-  1  q           '   — 

-^T 1 

«. 

rr 

Ml 

nee. 

0               fu  — 

ho  ■ —    li  — 

4    -  M 

er 

Agriculture       63 


AGRICULTURE 
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PERSPECTIVE 


Canada  is  the  second  largest  country  in  the  world,  with  a  total  land  ex- 
panse of  approximately  2.5  billion  acres  (Montana  contains  under  100 
million  acres,  by  comparison).  Although  only  13  percent  of  the  land  is 
suited  to  agricultural  production,  a  high  level  of  farm  productivity  and 
a  relatively  small  population  have  made  the  country  one  of  the  few  net 
exporters  of  food  in  the  world.  Canada  ranks  seventh  in  the  world  as  a 
commodities  exporter.  Agriculture  accounts  for  25  percent  of  Canada's 
total  economic  activity  and  for  about  10  percent  of  export  trade.  Farm 
gate  receipts  totaled  $17  billion  and  food  exports  totaled  $8.7  billion  last 
year.  Food  processing  is  the  largest  component  of  the  manufacturing 
sector.  One  in  four  jobs  in  Canada  depends  on  agriculture.  According  to 
current  Agriculture  Minister  Eugene  Whelan,  "Agriculture  is  the  big- 
gest megaproject  of  all." 

Most  of  the  Canadian  land  resources  in  agricultural  use  or  with  poten- 
tial for  agricultural  development  are  found  in  the  Western  provinces, 
primarily  in  the  Northern  Great  Plains  stretching  upward  into  the 
Prairie  provinces.  Historically,  the  settling  and  development  of 
Western  Canada  from  the  late  nineteenth  century  has  been  tied 
primarily  to  agriculture,  although  recently  resource  development  has 


risen  in  prominence.  The  dominance  of  the  Prairie  provinces,  par- 
ticularly Alberta  and  Saskatchewan,  is  obvious  from  the  accompanying 
map  of  Canada's  farming  regions. 

The  Canada  Land  Inventory  subdivides  the  13  percent  of  Canada 
designated  as  suitable  for  agricultural  use  on  the  basis  of  its  production 
capabilities,  given  soil  and  climatic  conditions.  Fifty-five  percent  is 
rated  as  useful  only  for  forage  or  pasture.  Although  some  of  the  other  45 
percent  supports  such  crops  as  apples  and  tobacco,  most  is  suited 
primarily  for  growing  cereals,  the  least  demanding  agricultural  crops  in 
terms  of  soil  quality  and  climate. 

The  climate  of  the  principal  agricultural  regions  is  varied;  the  limited 
availability  and  poor  distribution  of  moisture  is  an  important  constraint 
on  agriculture.  In  addition,  the  short  growing  season  reduces  the 
species  of  crops  that  can  be  feasibly  grown.  Annual  frost-free  periods 
range  from  90  to  120  days  in  the  Prairies,  160  days  along  the  shores  of 
Lake  Ontario  and  Lake  Erie,  and  up  to  220  days  in  the  coastal  areas  of 
southern  British  Columbia. 


Western  Canadian  Farming  Regions 


IftVl    Farming  regions 


British 
Columbia 


Alberta  / 

^          /     Saskatchewan 

Manitoba 

^?^;;vfc^^ 

■"^^^^^-i^IiM^^^^ 

li>^ 

64       Agriculture 


each  class  and  where  cultivation  is  potentially  feasible.  Class  1  through 
Class  3  soil  is  suitable  for  extensive  agricultural  production  and  is 
heavily  utilized  in  Western  Canada.  Almost  all  of  the  Class  1  and  2  soil 
in  Saskatchewan  and  Alberta  is  currently  under  cultivation.  Much  of 
the  Class  3  soil  is  utilized  in  both  provinces,  while  only  about  25  per- 
cent of  the  Class  4  soil  is  utilized  in  Alberta.  Notice  that  Saskatchewan 
utilizes  46.70  million  of  49.42  million  available  acres  of  land  in  Classes 
1  through  4  while  Alberta  utilizes  only  29.16  of  49.42  million  acres. 

The  major  impediments  to  bringing  these  unused  soils  (located  primari- 
ly in  the  northern  sections  of  the  two  provinces)  include;  heavy  tree 
growth,  geographic  isolation,  and  inadequate  drainage.  In  addition, 
these  lands  are  often  in  remote  areas  that  lack  good  transportation 
systems  and  other  support  infrastructure.  The  costs  of  converting  these 
lands  into  cultivation,  and  the  higher  marketing  costs  for  farm  products 
limit  the  development  of  agricultural  production  except  under  very  op- 
timistic (and  unlikely)  product  price  scenarios.  But  there  currently  are  a 
number  of  research  projects  investigating  the  possibility  of  agricultural 
production  in  the  northern  lands. 

Precipitation  deficiencies  in  areas  with  adequate-to-good  soil  make  ir- 
rigation an  important  factor  in  Western  Canadian  agriculture.  The  fruit 
industry  in  the  B.C.  interior;  the  sugar  beet,  potato,  and  vegetable  in- 
dustries in  southern  Alberta  and  the  forage  (hay)  industry  in  Saskat- 
chewan all  depend  on  irrigation.  The  major  irrigation  projects  in 
Canada  are  located  in  southern  Alberta,  where  about  800  thousand 
acres  are  currently  under  irrigation.  British  Columbia  has  255  thousand 
acres  (mostly  in  the  fruit-growing  interior)  under  irrigation.  No  major 
increases  in  irrigated  acreage  in  B.C.  by  1990  are  forecasted. 

Canada's  success  in  the  face  of  these  soil  and  water  limitations  has  been 
possible  because  of  good  labor  productivity  and  abundant  agricultural 
capital  for  machinery,  farm  building,  land  improvement  and  livestock 
investment.  Productivity  per  unit  of  labor  in  the  agricultural  sector  now 
exceeds  the  average  of  other  sectors  of  the  Canadian  economy  on  both  a 
per  person  and  a  per  hour  basis.  A  major  contributing  factor,  in  addi- 
tion to  the  increased  use  of  agricultural  capital,  has  been  a  general 
upgrading  of  the  technical  and  managerial  skills  of  farm  workers, 
especially  owner-operators.  The  proportion  of  the  Canadian  farm- labor 
pool  with  some  formal  technical  agricultural  training  is  increasing 
steadily,  and  more  farmers  are  gaining  the  expertise  required  for 
modern  enterprise. 

Although  the  importance  of  technological  and  managerial  advancement 
in  Canadian  agriculture  should  not  be  diminished,  a  primary  cause  of 
expanding  farm  output  is  the  economic  incentives  for  increased  pro- 
duction created  from  government  involvement  in  the  marketplace.  The 


Soil  Classification 


CLI 


Abbreviated  description 


Class  1      No  significant  limitations  to  use  for  crops. 

Class  2      Moderate  limitations  that  restrict  the  range 
of  crops  or  require  moderate  conservation 
practices. 

Class  3      Moderately  severe  limitations  that  restrict 
the  range  of  crops  or  require  special 
conservation  practices. 

Class  4  Severe  limitations  that  restrict  the  range  of 
crops,  that  can  be  grown  or  require  special 
conservation  practices  or  both. 

Class  5      Severe  limitations  that  restrict  capability  to 
producing  perennial  forage  crops  but 
improvement  practices  are  feasible. 

Class  6      Agricultural  capability  of  the  sixth  class  is 
limited  to  native  grazing.  Improvement 
practices  are  not  feasible. 

Class  7  These  lands  have  no  capability  or  potential 
for  arable  agriculture  or  pasture. 


Implied  agricultural 
suitability  within 
specific  locales 

Very  good  to 
excellent 

Good 


Fair 


Marginal  for  arable 
agriculture 

Permanent  pasture 
or  hay  only 

Native  grazing  only 


None 


Area  in  Various  CLI  Land  Classes 


Area  in  million  acres 


CLI 

Saskatchewan 

Class 

Total 

Cult. 

1 

2.47 

2.47 

2 

14.57 

13.83 

3 

23.22 

21.50 

4 

9.39 

8.90 

Sub-total 

49.65 

46.70 

5 

19.27 

6 

10.13 

Total 

79.05 

Alberta 
Total 

1.98 

9.39 

15.07 

22.98 

49.42 

28.17 

9.39 
86.98 


British  Columbia 


Cult. 

1.98 
9.39 

12.11 
5.68 

29.16 


Total 

.25 

.99 

2.47 

5.19 

8.90 

16.56 

13.34 

38.80 


Cult. 


1.91 


Source:  Canada  West  Foundation.  Western  Canadian  Agriculture  to  1990.  Calgary.  1980. 
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support  techniques  differ  from  those  utilized  in  U.S.  farm  price  pro- 
grams, but  the  results  are  similar:  price  incentives  for  increased  farm 
production.  In  addition,  the  transportation  subsidy  for  Canadian  grain 
producers,  due  to  a  widening  gap  between  statutory  rates  for  grain 
transportation  and  the  actual  cost  of  shipping  grain,  understandably 
strengthened  the  incentive  for  increased  agricultural  production. 

In  recent  decades,  as  automation  in  primary  agricultural  production 
has  substantially  increased  a  concurrent  increase  has  taken  place  in  the 
average  size  of  farms,  with  small  farms  being  consolidated  into  larger 
units.  A  significant  number  of  fairly  large  commercial  operations  have 
emerged,  many  of  which  are  still  family  owned.  Farms  organized  as 
either  partnerships  or  family  farm  corporations  are  expanding  in 
number,  as  well  as  in  average  size,  and  they  contribute  a  large  portion 
of  total  agricultural  production.  There  has  also  been  a  trend  toward  in- 
creased specialization,  with  the  average  farm  turning  out  fewer  dif- 
ferent products.  A  major  decline  in  the  number  of  farm  operators  has 
paralleled  these  developments.  It  has  occurred  largely  because  retiring 
farmers  have  not  been  replaced,  rather  than  existing  workers  losing 
their  jobs. 


Alberta  has  the  largest  beef  herd  in  Canada  along  with  a  large  cattle- 
slaughtering  industry.  Considerable  excess  capacity  (50  percent)  in 
slaughtering  exists,  although  feeder  cattle  and  barley  (the  principle 
Canadian  feed  grain)  move  east  from  Alberta  to  Ontario  in  large  quan- 
tities, partially  as  a  result  of  low  feed  grain  transportation  rates  (the 
Crow  rates  are  discussed  below).  This  movement  would  likely  decrease 
if  the  Canadian  grain  transportation  rates  reflected  the  real  costs  of 
shipment.  This  is  a  major  policy  concern  for  Alberta,  since  a  substantial 
increase  in  the  rate  would  likely  encourage  the  cattle  feeding  and 
slaughtering  industries  in  the  province.  Meat  packing  is  relatively  labor 
intensive,  has  high  wage  levels  and  high  income  and  employment 
multipliers. 

Alberta  is  also  the  largest  oilseed  producer  in  Canada.  The  recent  at- 
tempt to  have  canola  oil  (rapeseed)  granted  GRAS  status  by  the  U.S. 
Food  and  Drug  Administration  would  benefit  the  Alberta  economy  if  it 
succeeds  (see  the  export  section).  Altogether,  Alberta  accounts  for  20 
percent  of  Canada's  primary  agricultural  output. 


Alberta 

Alberta  is  an  extensive  and  diversified  agricultural  producer  with  50 
million  acres  devoted  to  crops  and  livestock.  The  southern  portion  of 
Alberta  has  very  fertile  soil  and  is  suitable  to  a  wide  range  of  crops,  but 
it  is  also  somewhat  limited  by  a  lack  of  natural  precipitation.  Therefore, 
irrigation  plays  a  major  role  in  agricultural  production.  Although 
primarily  noted  for  its  livestock,  Alberta  is  also  a  major  producer  of 
wheat,  barley  and  oilseeds  (rapeseed  and  canola).  In  addition,  Alberta 
has  a  small,  but  flourishing,  agricultural  processing  industry  and  a  re- 
cent effort  has  been  made  to  develop  a  hot  house  vegetable  industry. 
NOVA:  An  Alberta  Corporation  (formerly  the  Alberta  Gas  Trunk  Line) 
has  been  testing  the  use  of  heat  generated  from  natural  gas  transmission 
compression  stations  for  hot  house  production  of  vegetables. 


British  Columbia 

Agriculture  ranks  behind  forest  products  and  mining  in  terms  of  pro- 
vincial domestic  production  but  it  remains  an  important  employer  in 
B.C.  Only  a  minor  portion  (10  percent)  of  British  Columbia  is  arable, 
with  farming  limited  to  central  and  interior  mountain  valleys.  Fruit 
production  and  cattle  ranching  are  important  in  the  interior  of  the  prov- 
ince, but  cereal  grains  production  is  quite  limited.  Only  the  northeast  of 
B.C.,  in  the  Peace  River  country,  affords  opportunity  for  field  crops. 
Livestock  and  dairy  together  account  for  about  half  of  the  province's 
agricultural  production,  followed  by  poultry  and  eggs,  fruits, 
vegetables,  floriculture  and  only  then  by  grains  and  field  crops.  Land 
under  cultivation  is  found  mainly  in  the  interior  trench  and  its  drainage 
basins,  including  the  lower  Fraser  Valley,  and  near  the  U.S.  border. 
With  its  moderate  climate  and  ample  rainfall  the  coastal  farming 
regions  of  British  Columbia  produce  a  wide  range  of  crops,  including 
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most  of  the  berry  production  of  Western  Canada.  The  East  Kootenay 
area,  adjacent  to  Montana,  is  not  an  important  agricultural  area:  it  is 
devoted  mostly  to  cattle. 

Severe  winter  temperatures  are  an  important  constraint  on  fruit  pro- 
duction in  the  two  major  interior  mountain  valleys  (the  Okanagan  and 
Similkameen  valleys).  Some  apple  varieties  are  commercially  viable, 
but  many  tender  fruits  cannot  survive  the  winters.  However,  those 
valleys  do  produce  pears,  peaches,  apricots  and  sweet  cherries.  Winter 
losses  are  typically  great  and  periodically  extensive  tree  replanting  is 
needed.  Grape  production  is  a  major  interior  valley  crop.  At  present 
there  are  five  wineries  in  British  Columbia.  They  benefit  from  provin- 
cial protective  legislation  through  a  preferential  markup  policy  of  the 
B.C.  Liquor  Control  Board. 

The  major  agricultural  policy  controversy  in  British  Columbia  is  over 
farmland  preservation.  Since  land  that  is  suitable  for  agricultural  pro- 
duction is  severely  limited,  there  is  an  acute  sensitivity  to  the  conver- 
sion of  agricultural  land  to  non-agricultural  uses.  This  concern  led  to 
the  former  NDP  government  imposing  a  freeze  on  the  conversion  of 
farmland.  One  result  of  this  policy  was  rapid  escalation  of  the  cost  of 
housing  lots  in  urban  fringe  areas,  particularly  in  the  Eraser  Valley  near 
Vancouver. 


Saskatchewan 

Saskatchewan  is  considered  the  bread  basket  of  Canada  because  of  its 
wheat  production.  Although  Saskatchewan  agriculture  is  perhaps  the 
most  homogeneous  in  Canada  (cereals  and  oilseeds  are  the  main  crops), 
the  province  also  has  a  sizeable  livestock  industry  and  is  developing 
other  crops  and  food  product  sectors.  Other  major  crops  include  barley 
and  canola.  Agriculture  in  Saskatchewan  accounts  for  about  one-eighth 
of  personal  income,  one-fourth  of  employment  and  one-fourth  of 
private  and  public  investment.  Recently,  potash  production  in  Saskat- 
chewan has  reduced  its  dependence  on  agriculture. 


Historically,  the  performance  of  the  Saskatchewan  economy  has  been 
directly  tied  to  the  performance  of  the  Canadian  Wheat  Board  in  pro- 
moting wheat  exports.  Agricultural  policy  has  included  an  active  role 
by  government  in  all  aspects  of  farming  from  leasing  farmland  and 
researching  new  crops  to  transporting  and  marketing  farm  com- 
modities. (The  roots  of  the  Canadian  socialist  movement,  the  New 
Democratic  Party— formerly  the  CCF— lie  in  Saskatchewan.)  One 
unique  example  is  the  establishment  of  the  Saskatchewan  Grain  Car 
Corporation,  which  recently  purchased  1000  grain  hopper  cars  to 
reduce  car  shortages  in  the  Canadian  rail  system.  The  government  has 
also  become  involved  in  a  pilot  ethanol  plant,  which  uses  agricultural 
products  to  produce  ethanol  for  use  in  various  fuels. 

The  recent  election  of  a  majority  Conservative  government  may  result 
in  an  abrupt  change  in  agricultural  policy.  The  new  premier  is  Grant 
Devine,  an  agricultural  economist  and  formerly  an  associate  professor 
in  the  Department  of  Agricultural  Economics  of  the  University  of 
Saskatchewan.  He  has  a  reputation  of  being  a  market-oriented 
economist;  he  may  find  it  difficult  to  justify  on  philosophical  grounds 
much  of  the  past  economic  involvement  of  the  provincial  government. 

AGRICULTURAL  CASH  RECEIPTS 

Cash  receipts  of  selected  commodities  from  farming  operations  in 
Saskatchewan,  Alberta,  British  Columbia  and  Canada  for  1980  are 
shown  below,  with  the  percentage  of  total  cash  receipts  accounted  for 
by  each.  The  three  provinces  totaled  41.4  percent  of  1980  Canadian 
cash  receipts. 

Agricultural  production  in  Saskatchewan  is  heavily  oriented  to  wheat 
with  $2.1  billion  (63.5  percent  of  the  Canadian  wheat  total)  in  cash 
receipts.  Other  major  grain  crops  included  barley  and  oilseeds 
(rapeseed  and  canola).  Cash  receipts  from  cattle  and  calves  amounted 
to  $500  million,  14.7  percent  of  Canadian  cattle  receipts. 

In  contrast  to  Saskatchewan,  Alberta's  cash  receipts  are  more  heavily 
skewed  to  the  livestock  industry,  although  grain  production  is  substan- 
tial. Cattle  and  calves  accounted  for  $1.2  billion  (33.0  percent  of  the 
Canadian  cattle  total)  in  1980.  Total  livestock  and  livestock  products  in 
Alberta  amounted  to  over  $1.6  billion  (19.8  percent  of  the  Canadian 
total).  However,  Alberta  was  also  a  major  producer  of  barley  (52.9  per- 
cent of  Canadian  receipts),  along  with  rapeseed  and  canola  (47.2  per- 
cent of  Canadian  receipts).  In  1980,  the  Alberta  and  Saskatchewan  com- 
bined total  accounted  for  84.2  percent  of  Canadian  cash  receipts  for 
wheat,  79.5  percent  of  barley  receipts,  and  82.5  percent  of  rapeseed 
and  canola  receipts. 
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Cash  Receipts  from  Farming  Operations,  Western  Provinces,  1980 


Cash  Receipts 

1*000) 

Wheat 

2,018,601 

Barley 

156,594 

Rapeseed  and  canola 

233,850 

Fruits 

— 

Vegetables 

- 

Floriculture/nursery 

2,692 

Other  crops 

588,656 

Total  Crops* 

2,502,298 

Cattle  and  calves 

529,039 

Hogs 

75,438 

Dairy  products 

47,997 

Other  livestock/products 

52,888 

Total 

livestock/products 

705,362 

Other  cash  receipts 

10,902 

Total  Cash 

Receipts 

3,218,562 

Saskatchewan  Alberta 

%  of  Canada  Cash  Receipts 
1%)  (SOOOj 


British  Columbia 
%  of  Canada   Cash  Receipts     %  of  Canada  Canada 

(%)  (JOOO)  1%)  (»000) 


63.5 

657.416 

26.6 

311,135 

35.3 

313,243 

_ 

12,127 

1.0 

21,040 

25.0 

300,689 

36.3 

1,453,370 

14.7 

1,186,513 

5.4 

170,897 

2.3 

148.282 

4.2 

141,668 

8.5 

1,647,360 

2.6 

31,780 

20.6        3,132,510 


20.7 

12,964 

52.9 

17,312 

47.2 

17,669 

- 

92.733 

3.5 

44,667 

8.2 

40,725 

12.8 

45,375 

21.1 

271,399 

33.0 

122,076 

12.2 

30,612 

7.2 

174,181 

11.3 

140,555 

19.8 

467,424 

7.6 

15,969 

20.0 


754,792 


'Total  crops  adjusted  downward  by  Canadian  Wheal  Board  cash  advance  repayments  and  deferred  grain  receipts. 
Source:  Sasliatchewan  Agriculture.  Agriculture  Statistics  1980.  Statistical  Public  Information  Branch  Regina 


0.4 

3,177,367 

2.9 

588,695 

2.7 

663.116 

38.2 

242,798 

12.9 

347,193 

15.9 

256.582 

1.9 

2,352,786 

3.9 

6,899,704 

3.4 

3,600,072 

2.2 

1,402,535 

8.5 

2,061,300 

11.2 

1,253,817 

5.6 

8,317,724 

3.8 

420,150 

4.8       15,637,578 


Cash  receipts  from  agriculture  come  mainly  from  the  fruit,  vegetable, 
floricultural  and  nursery  sectors.  Fruit  production  (mainly  tree  fruits) 
in  B.C.  accounted  for  28.2  percent  of  Canadian  cash  receipts.  The  total 
amount,  $92.8  million  is  relatively  small.  Cash  receipts  from  vegetable 
and  floriculture  products  amounted  to  $44.7  million  and  $40.7  million 
repectively. 

FEDERAL  AGENCIES 

The  federal  government  and  the  provincial  governments  officially 
share  jurisdiction  over  agriculture  as  specified  in  Section  95  of  the 
British  North  America  Act.  The  best  example  of  joint  authority  is  pro- 
vided by  grains.  The  federal  role  in  the  grains  industry  is  carried  out  by 
the  Department  of  Agriculture  and  two  semi-autonomous  bodies— the 
Canadian  Grain  Commission  and  the  Canadian  Wheat  Board— that 
report  to  Parliament  through  federal  ministers.  Three  other  federal- 


level  agencies  also  play  integral  roles:  the  Canadian  International 
Grains  Institute,  the  Canada  Grains  Council  and  the  Grains  Group.  The 
Grains  Institute  contributes  to  the  maintenance  and  expansion  of 
markets  for  Canadian  grains  and  oilseeds  and  their  products  in  Canada 
and  abroad.  The  Grains  Council  provides  a  forum  for  coordination, 
consultation  and  consensus  on  industry  recommendations  to  govern- 
ment. 

The  marketing  institutions  for  agricultural  commodities  in  Canada  dif- 
fer noticeably  from  those  in  the  United  States.  The  1949  Federal 
Agricultural  Products  Marketing  Act,  and  complementary  provincial 
legislation  provide  substantial  legislative  support  for  Canadian 
producer-marketing  boards.  Major  objectives  of  Canadian  marketing 
boards  and  commissions  include:  improved  producer  prices  and  in- 
come; reduced  price  and  production  fluctuations:  product  promotion 
and  producer  education;  equal  producer  access  to  markets. 
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Agriculture  Canada 

This  department  was  established  in  1867;  it  now  operates  under  the 
authority  of  some  40  acts  of  Parliament.  It  undertakes  work  on  all 
phases  of  agriculture.  Research  and  experimentation  are  carried  out  by 
the  research  branch  and  by  the  animal  pathology  division  of  the  food 
production  and  inspection  branch.  Research  on  the  quality  of  cereal 
grains  and  oilseeds  is  done  by  the  grain  research  laboratory  of  the  Cana- 
dian Grain  Commission.  The  commission  also  administers  the  Canada 
Grain  Act  as  it  pertains  to  the  inspection,  weighing,  storage  and 
transportation  of  grain.  Inspection  and  a  wide  variety  of  other  services 
to  maintain  product  standards  and  promote  agricultural  production  are 
provided  by  the  food  production  and  inspection  branch.  The  food  and 
agricultural  marketing  branch  promotes  and  expands  domestic  and 
foreign  markets  for  Canadian  agricultural  products.  The  policy,  plan- 
ning and  economics  branch  helps  in  the  development  of  policies  and 
programs. 

Programs  concerning  farm  income  security  and  price  stability  are  pro- 
vided under  the  Crop  Insurance  Act,  the  Canadian  Dairy  Commission 
Act,  the  Agricultural  Stabilization  Act  and  the  Agricultural  Products 
Board  Act.  The  Agricultural  Stabilization  Board,  Agricultural  Products 
Board,  Farm  Credit  Corporation,  Canadian  Dairy  Commission,  Cana- 
dian Grain  Commission,  Canadian  Livestock  Feed  Board  and  National 
Farm  Products  Marketing  Council  report  to  Parliament  through  the 
minister  of  agriculture. 


The  Agricultural  Stabilization  Board  assists  farmers  by  supporting 
the  prices  of  certain  food  commodities. 

The  Agricultural  Products  Board  buys,  sells  or  imports  agricultural 
products  to  maintain  a  satisfactory  balance  of  food  stocks  in 
Canada. 

The  Canadian  Dairy  Commission  licenses  grain  elevator  operators, 

recommends  grade  specifications  for  Canadian  grain,  inspects  and 

weighs    grain,    and    operates   a    cereals   and    oilseeds    research 

laboratory. 

The  Canadian  Livestock  Feed  Board  insures  the  availability  and 

price  stability  of  feed  grains. 

The  Farm  Credit  Corporation  makes  loans  to  individual  farmers 

and  to  farmers'  syndicates. 

The  National  Farm  Products  Marketing  Council  oversees  the 
establishment  and  operation  of  national  farm  commodity 
marketing  agencies. 


The  Canadian  Grain  Commission 

A  Canadian  Grain  Commission  was  established  by  the  Canada  Grain 
Act  in  April  1971,  replacing  the  Board  of  Grain  Commissioners  for 
Canada,  which  had  been  estabhshed  in  1912.  The  Commission  reports 
to  the  minister  of  agriculture,  and  has  headquarters  at  Winnipeg  and  of- 
fices across  Canada.  The  largest  are  in  Vancouver,  Thunder  Bay  and 
Montreal. 

The  commission  administers  the  Canada  Grain  Act,  including  inspec- 
tion, weighing  and  storage  of  grain;  fixes  maximum  tariffs  for  charges 
by  licensed  elevators;  establishes  grain  grading  standards;  and  operates 
the  Canadian  government  elevators  at  Moose  Jaw,  Saskatoon,  Calgary, 
Edmonton,  Lethbridge  and  Prince  Rupert.  In  the  latter  part  of  1978 
steps  were  taken  to  turn  the  elevators  over  to  the  private  sector.  All 
elevator  operators  in  Western  and  Eastern  Canada  handling  western- 
grown  grain  for  export,  as  well  as  grain  dealers  in  Western  Canada, 
must  now  be  licensed  by  the  commission.  On  a  fee  basis,  the  commis- 
sion provides  official  inspection,  grading  and  weighing  of  grain,  as  well 
as  registration  of  terminal  elevator  and  eastern  elevator  receipts.  The 
economics  and  statistics  division  of  the  commission  is  the  basic  source 
of  information  on  grain  handled  through  the  Canadian  licensed  elevator 
system.  The  commission  administers  the  Grain  Futures  Act.  which  pro- 
vides for  supervision  of  grain  futures  trading. 

The  commission's  grain  research  laboratory  conducts  surveys  of  the 
quality  of  each  year's  grain  crops,  and  of  grain  moving  through  the 
Canadian  elevator  system.  It  provides  information  on  quality  of 
varieties  and  grades  of  grain  to  the  inspection  division,  collaborates 
with  plant  breeders  in  studies  on  new  grain  varieties  and  undertakes 
basic  research  on  cereal  grains  and  oilseeds. 

The  commission's  assistant  commissioners— one  in  Alberta,  two  in 
Saskatchewan,  one  in  Manitoba  and  one  in  Ontario— investigate  com- 
plaints of  producers  and  inspect  licensed  elevators.  Grain  elevators, 
equipment  and  stocks  of  grain  may  be  inspected  at  any  time. 

The  commission  sets  up  western  and  eastern  grain  standards  commit- 
tees, which  participate  in  establishing  grain  grades  and  grade  specifica- 
tions and  recommend  standard  and  export  standard  samples  for  various 
grades.  It  also  appoints  grain  appeal  tribunals  to  hear  appeals  against 
grading  of  grain  by  the  commission's  inspectors.  The  decisions  of  these 
tribunals  are  not  subject  to  further  appeal. 

The  Canadian  Wheat  Board 

This  board  was  estabhshed  in  1935  to  facilitate  orderly  marketing  and 
stabilized  prices.  The  board  is  responsible  for  marketing  to  the  best  ad- 
vantage of  producers  all  wheat,  oats,  and  barley  grown  in  Western 
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Canada  and  delivered  to  commerical  facilities  for  sale  in  export  or 
domestic  markets  for  human  consumption.  Since  the  1960's,  the  board 
has  supervised  the  reduction  of  price-depressing  wheat  stocks  and  has 
made  efforts  to  diversify  Canadian  agriculture.  Feed  grains  have  been 
removed  from  Board  control,  but  it  maintains  a  feed  grain  stabilization 
program. 

The  Wheat  Board  ensures  that  producers  receive  initial  guaranteed 
prices  and  equitable  shares  in  pooled  selling  prices  and  delivery  oppor- 
tunities. The  board  plans  and  coordinates  for  optimum  use  of  grain 
handling  and  transportation  facilities. 

The  board  consists  of  five  appointed  Commissioners  and  a  565- member 
staff.  It  has  offices  in  Vancouver,  Montreal,  London  and  Tokyo.  An  ad- 
junct group,  the  Producer  Advisory  Board,  is  made  up  of  1 1  producers 
elected  from  the  Western  provinces. 


ALBERTA  AGENCIES 

Alberta  Agriculture  has  a  substantial  and  diverse  mandate  because 
of  the  importance  of  agriculture  to  the  Alberta  economy.  In  addition  to 
traditional  responsibilities,  such  as  policy  research/development  and 
extension.  Alberta  Agriculture  is  also  active  in  international  marketing 
(export  promotion)  and  agricultural  processing  industry  development. 
Emphasis  is  placed  on  encouraging  high  value-added  products  such  as 
meats,  oilseed  and  meal  and  dehydrated  alfalfa. 

Agricultural  Development  Corporation  was  established  in  1972 
to  provide  financial  assistance  to  farmers  and  agricultural  processers. 
Originally  designed  as  a  lender  of  last  resort,  the  ADC's  present  man- 
date is  to  be  a  primary  lender. 

Alberta  Grain  Commission  is  primarily  an  information  and 
farmer  representative  service.  Grain  price  information  is  made 
available  to  farmers  and  producer's  seminars  or  courses  are  periodical- 
ly sponsored. 

Alberta  Dairy  Control  Board  is  responsible  for  the  administration 
of  the  fluid  milk,  industrial  milk  and  cream  sectors.  Responsibilities  in- 
clude licensing  of  dairy  producers,  processers  and  distributors  of  fluid 
products:  setting  and  adjusting  fluid  milk  quotas;  regulating  timing  and 
size  of  payments  to  producers:  and  governing  the  sale  of  fluid  milk. 

Alberta  Hail  and  Crop  Insurance  Corporation  is  a  provincial 
Crown  Corporation.  The  corporation  offers  two  insurance  programs  to 
farmers:  hail  insurance  and  all-risk  insurance.  It  also  administers  the 
wildlife  damage  fund  on  behalf  of  the  fish  and  wildlife  division. 


Alberta  Products  Marketing  Council  supervises  the  actions  of  Alber- 
ta's six  producer  marketing  boards  and  three  marketing  commissions. 
Primary  activities  include  advising  and  mediating  problems  involving 
the  nine  bodies  under  its  jurisdiction. 

SASKATCHEWAN  AGENCIES 

Saskatchewan  Agriculture 

This  department  has  a  wide  range  of  services  and  mandates.  The  key 
programs,  services  and  agencies  are  too  numerous  to  list  individually, 
but  they  can  be  aggregated  into  four  major  categories. 

•  Production.  Saskatchewan  Agriculture  supports  crop  and  hvestock 
production,  including  statistical  reporting,  pest  control,  crop  in- 
surance and  livestock  stabilization. 

•  Marketing.  This  includes  market  promotion  of  agricultural  and 
food  products  (the  Market  Development  Fund),  diversification  of 
the  agriculture  and  processing  base  (the  Agricultural  Development 
Corporation- AGDEVCO),  and  ownership  of  grain  hopper  cars 
(Saskatchewan  Grain  Car  Corporation).  Other  activities  include  the 
overseeing  of  five  marketing  boards  and  commissions. 

•  Rural  development.  A  number  of  programs  attempt  to  improve 
farm  practices  and  the  quality  of  rural  life.  Included  are  farm  living 
(e.g.  training,  engineering,  well  digging),  land  resource  (e.g.  family 
and  resident  ownership),  irrigation  and  flood  control  projects  and 
programs.  Through  the  Saskatchewan  Land  Bank  Commission  the 
government  purchases  land  and  then  leases  it  to  people  who  wish 
to  develop  a  farm  unit.  This  program  is  designed  to  allow  new 
farmers  to  enter  the  industry  without  a  heavy  capital  investment 
for  land.  The  Saskatchewan  Farm  Ownership  Board  limits 
nonresidents  and  non-agricultural  corporations  from  owning  more 
than  10  acres  of  agricultural  land  in  Saskatchewan.  Since  May  6, 
1980,  the  Farm  Ownership  Board  has  monitored  all  rural  land 
transfers  to  enforce  this  regulation. 

•  Agricultural  research.  Funding  for  agricultural  research  is  provided 
through  a  cooperative  five-year  research  program  (Saskatchewan 
Agriculture,  University  of  Saskatchewan,  and  agricultural  in- 
dustry) and  a  pure  and  applied  research  fund  available  to  interested 
individuals  and  organizations.  The  department  also  administers 
several  boards. 

The  Agricultural  Implements  Board  regulates  the  farm  machinery  in- 
dustry and  helps  to  improve  the  availability  of  repair  parts  and  ser- 
vices. It  handles  complaints,  registers  distributors  and  manufacturers, 
and  inspects  and  licenses  dealers.  The  Saskatchewan  Crop  Insurance 
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Board  provides  all-risk  insurance  to  about  45,000  farmers.  The  Saskat- 
chewan Grain  Car  Corporation  recently  purchased  1,000  hopper  cars  to 
increase  grain  transportation  capacity  on  the  two  major  railways  and 
the  Canadian  Wheat  Board. 


The  following  table  provides  lists  of  the  commodity  marketing  boards, 
by  province,  and  an  outline  of  the  various  marketing  agencies. 


Agricultural  Marketing  Boards/Commissions 


Provincial 

Boards.' 

British  Columbia 


Commodity 


Tree  fruits 

Cranberries 

Grapes  for  processing 

Mushrooms 

Vegetables  |2  regional  boards) 

Sheep  and  wool 

Broilers 

Turkeys 


Alberta 


Milk 

Fresh  vegetables 

Processing  vegetables 

Potatoes 

Sheep  and  wool 

CatUe 

Hogs 

Broilers 

Turkeys 

Eggs  and  fowl 

Milk 


Saskatchewan 


Sheep  and  wool 

Hogs 

Broilers 

Turkeys 

Eggs 

Milk 

'Educational  and  promotional  commissions 
Source:  Canada  West  Foundation.  Western  Canadian  Agriculture  to  1990.  Calgary.  1980. 


1977-78  Value  of  Farm 
Receipts  ($000) 


n/a 

39,241 

n/a 

n/a 

31,412 

• 

35,186 

12,000 

35,900 

126,301 

n/a 
4,013 


107,086 

23,575 

8,974 

15,550 

116,806 

610 

46,904 

7,355 

4,368 

6,929 

43,180 


There  are  several  types  of  marketing  boards  in  V/estern  Canada. 
Educational  and  promotional  boards  levy  producers  and  conduct  or 
sponsor  promotion,  research  and  information  activities.  Examples  are 
sheep  and  wool  commissions  in  Alberta  and  B.C.  Negotiating  boards, 
such  as  the  B.C.  Grape  Marketing  Board  and  the  Saskatchewan  Hog 
Marketing  Commission,  negotiate  producer  price  and  terms  of  sale. 
There  are  centralized  selling  boards  which  sell  all  of  these  products. 
The  Canadian  V^heat  Board  is  the  primary  example.  Others  are  the  B.C. 
Tree  Fruits  Marketing  Board  and  the  Alberta  Hog  Producers  Marketing 
Board.  Finally,  there  are  boards  which  may  both  determine  producer 
prices  and  control  supplies  through  production  or  marketing  quotas. 
Milk  boards,  egg  marketing  boards  and  turkey  marketing  boards  are  ex- 
amples. 

RESEARCH  PROGRAMS 

Canada's  research  programs  seek  solutions  for  current  and  anticipated 
agricultural  problems  in  the  many  soil  and  climate  zones  of  Canada. 
Emphasis  is  placed  on  production  and  utilization  of  crops  and  animals. 

There  are  approximately  1,610  agricultural  research  scientists  in 
Canada.  The  total  support  for  agricultural  research  is  an  estimated  $175 
million  annually  (equivalent  to  about  1.8  percent  of  Canada's  gross 
farm  income).  Federal  and  provincial  departments  of  agriculture, 
tmiversities  and  industries  share  in  this  research  effort. 
The  Canadian  Department  of  Agriculture  conducts  more  than  half  of 
the  research  and  assumes  two-thirds  of  the  armual  cost.  It  employs  900 
professionals  from  all  scientific  disciplines  and  operates  a  network  of 
47  research  establishments.  Seven  of  these  are  on  university  lands.  The 
Research  Branch  of  the  Canadian  Department  of  Agriculture 
cooperates  closely  with  provincial  governments,  other  federal  depart- 
ments (in  particular  the  departments  of  Environment  and  of  Regional 
Economic  Expansion  and  the  National  Research  Council),  international 
agencies,  farm  organizations,  agriculttiral  industries  and  universities. 

Specific  research  programs  are  designed  to: 

•  determine  optimum  soil  and  climate  conditions  for  specific  crop 
and  animal  production; 

•  create  improved  varieties  of  crops  and  breeds  of  animals; 

•  improve  crop  management  and  animal  husbandry  through 
biological  and  engineering  studies,  and 

•  develop  better  methods  for  food  preparation  and  preservation.  A 
new  Crop  Development  Fund  provides  up  to  $  1  million  armually  to 
help  bring  new  crops,  plant  varieties  and  management  techniques 
into  practical  use. 
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Of  particular  concern  are  soil  survey  and  evaluation,  biosystematics 
and  protection  of  the  environment.  Intensive  research  has  focused  on 
losses  caused  by  diseases,  weeds  and  insects.  Such  research  has  in- 
cluded controlling  crop  disease  through  the  use  of  chemical  treatments, 
resistant  germ  plasm  and  cultural  practices.  Modern  research  on 
epidemiology  utilizes  such  tools  as  electronic  data  collection  and  re- 
mote sensing.  Pest-oriented  programs  have  integrated  the  use  of 
pesticides  with  non-chemical  control  methods,  such  as  using  sex  pher- 
mones  to  attract  insects.  Studies  of  weeds  focus  on  their  ecological 
characteristics,  biological  control  and  the  use  of  herbicides. 

Provincial  departments  of  agriculture  assume  responsibility  for 
research  concerning  their  particular  interests.  The  eleven  faculties  of 
agriculture  in  Canadian  universities  conduct  about  30  percent  of  all 
research.  While  industry's  involvement  in  agricultural  research  has 
been  limited,  it  is  gradually  increasing  through  efforts  by  some  govern- 
mental agencies  to  contract  for  needed  research. 

The  National  Research  Council  (NRC)  pursues  long-term  research  of 
special  interest  to  agriculture,  such  as  food  research,  nitrogen- fixation 
studies  and  environmental  quality  research.  The  NRC  also  helps  pro- 
mote agricultural  research  in  industry  and  supports  such  research  in 
universities.  The  NRC's  relationships  with  provincial  research  councils 
and  foundations  are  important  parts  of  Canada's  agricultural  research 
services. 

Advice  and  guidance  in  coordinating  this  diversity  of  agricultural 
research  is  provided  by  the  Canadian  Agricultural  Services  Coor- 
dinating Committee.  Under  the  chairmanship  of  the  federal  deputy 
minister,  this  committee  is  composed  of  provincial  deputy  ministers  of 
agriculture,  deans  of  agriculture  and  veterinary  medicine  faculties  at 
the  universities,  several  senior  federal  officials  and  representatives  of 
various  national  agricultural  organizations. 

POLICY  TRENDS 

Wheat  is  Canada's  most  important  agricultural  export.  Canada  is  the 
world's  second  biggest  wheat  exporter,  with  offshore  sales  averaging 
about  $2.5  billion  annually.  In  recent  years  Canada  has  held  about  13 
percent  of  world  wheat  reserves  (compared  to  about  30  percent  for  the 
U.S.).  At  present,  Canada  accounts  for  almost  one-fifth  of  all  interna- 
tional wheat  exports.  Of  more  than  300,000  farms  in  Canada,  about  20 
percent  are  classified  as  wheat  farms. 

Several  successive  excellent  world  harvests  have  resulted  in  an  expan- 
sion of  world  grain  supplies.  Together  with  recession-induced  sluggish 
demand,  this  has  depressed  world  grain  prices.  Prices  are  not  expected 
to  increase  for  at  least  another  year,  unless  the  U.S.  experiences  a  poor 
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harvest  and/or  a  sustainable  economic  recovery,  either  of  which  might 
drive  up  prices.  The  long-term  prospects  for  Canada's  grain  trade  are 
good,  since  much  of  the  world  will  probably  continue  to  depend  heavi- 
ly on  wheat  and  other  grain  imports. 

The  U.S.S.R.,  a  major  Canadian  grain  export  market,  has  recently 
displayed  a  reluctance  to  enter  into  grain  agreements  with  the  U.S.  (due 
to  America's  grain  embargo).  This  means  that  the  grain  needs  of  the 
U.S.S.R.  must  be  met  from  alternative  sources,  and  this  may  have  a 
positive  effect  on  Canadian  export  markets  and  prices. 
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As  a  resource,  grain  is  the  country's  biggest  asset  and  the  one  with  the 
most  potential,  especially  since  some  analysts  expect  prices  to  climb 
strongly  during  the  late  1980's.  In  terms  of  other  agricultural  products, 
Canada  is  basically  self-sufficient  in  meats  and  dairy  products,  with  a 
net  surplus  of  beef  and  hogs  and  small  deficits  on  the  others.  There  is 
some  potential  for  increased  hog  exports.  However,  expanding  exports 
may  be  difficult  because  most  countries  protect  their  livestock  pro- 
ducers, subsidizing  the  import  of  feed  and  slapping  quotas  or  import 
levies  on  the  finished  product.  For  fruits  and  vegetables,  a  growing 
deficit  is  probable  as  the  Canadians  have  an  inelastic  demand  for  citrus 
fruits  and  coffee,  which  must  be  imported. 

The  Canadian  Wheat  Board  is  pushing  to  increase  grain  exports  to  36 
million  metric  tons  by  1990,  from  27  million  tons  in  the  1981-82  crop 
year.  A  Canada  Grains  Council  Study  indicates  that  prairie  farmers 
would  have  to  produce  in  excess  of  52  miUion  tons  to  meet  both 
domestic  and  export  requirements.  The  study  also  concludes  that  the 
total  1990  value  of  grain  production  will  increase  to  $10.2  billion  (from 
$8.4  billion  in  real  dollars);  export  grain  profits  will  climb  to  $7. 1  billion 
(from  $5  billion);  and  total  capital  investment  will  be  between  $5.7  and 
$7.1  billion. 

Wheat  sales  to  China  are  expected  to  push  Canada  into  a  $1  billion 
trade  surplus  with  that  country.  A  trade  pattern  of  heavy  reliance  on 
wheat  and  other  resource-based  exports  is  not  expected  to  change  in  the 
near  future.  Canadian  trade  promotion  efforts  are  concentrated  in  sec- 
tors such  as  forestry,  agriculture,  energy  and,  to  some  extent,  telecom- 
munications. Trade  could  expand  to  include  manufactured  goods  and 
heavy  machinery,  and  Canadian  companies  do  make  occasional  sales  of 
high  technology  equipment  to  China.  But  the  Chinese  are  wary  of  its 
trade  imbalance,  calling  attention  to  the  fact  that  clothing  and  woven 
products  are  subject  to  import  quotas  in  Canada. 

Prairie  farm  net  income  dropped  to  its  lowest  level  in  10  years  in  1982. 
Incomes  declined  28  percent  from  1981  levels,  mainly  due  to 
downward-sliding  prices  and  higher  costs  (fertilizer,  fuel,  machinery 
and  taxes).  Only  good  crop  yields  and  high  deliveries  prevented  a 
steeper  drop.  In  Saskatchewan,  farmers  earned  36  percent  less  this  year 
than  last  year;  in  Alberta,  15  percent.  Improved  livestock  prices 
cushioned  the  blow  in  the  latter  province. 

Prices  for  farm  commodities  are  expected  to  continue  their  decline,  but 
operating  costs  are  also  expected  to  decrease  in  1983,  partially  compen- 
sating farmers  for  their  loss  of  purchasing  power.  The  U.S.  payment-in- 
kind  program  may  affect  Canadian  production  favorably.  Growth  of 
farm  prices  could  be  so  slow,  however,  that  there  will  be  little  incentive 
to  increase  production,  leading  to  higher  consumer  prices  and  tighter 


livestock  supplies.  The  grains  and  oilseeds  sectors  will  probably  remain 
depressed  through  1984  due  to  a  record  surplus  on  the  world  market. 
Although  world  grain  stocks  are  at  record  lows,  smaller  U.S.  sales  to  the 
USSR  have  pushed  up  U.S.  stocks  to  high  levels.  This  has  depressed  the 
world  price  level  because  the  U.S.  accounts  for  about  50  percent  of  the 
total  world  grain  and  oilseed  trade  (Canada  accounts  for  about  eight 
percent).  Beef  prices  are  on  their  way  up,  due  to  tightening  supplies  in 
Canada  and  the  U.S.,  increased  exports,  and  a  reduction  in  cattle  inven- 
tories. All  of  these  trends  are  subject  to  short-term  reversals. 
The  Canadian  Wheat  Board's  proposal  for  a  market  endurance  plan 
that  would  guarantee  a  minimum  price  for  wheat  has  been  shelved  in 
the  face  of  opposition,  particularly  from  the  Alberta  and  Manitoba 
governments,  which  feared  Ottawa  and  the  Board  were  attempting  to 
control  Prairie  grain  production.  However,  acreage  planted  to  wheats, 
oats  and  barley  was  increased  at  least  10  percent  in  1982,  at  the  Wheat 
Board's  request,  and  what  happens  next  will  be  partly  determined  by 
the  sales  and  prices  this  crop  receives. 

Prairie  farmers  are  flocking  to  Colorado  to  buy  huge  chunks  of  farm 
and  ranchland  at  a  fraction  of  the  cost  of  Saskatchewan  land.  Canadians 
can  sell  their  land  at  market  rates,  move  to  a  similar  climate  and  make 
substantial  financial  gains.  Ads  are  appearing  in  Western  Canadian 
farm  papers,  offering  large  blocks  of  already  productive  lands.  Saskat- 
chewan farmland  sells  for  $400  to  $1,000  per  acre,  whereas  grassland 
in  Colorado  is  offered  at  $200  per  acre  and  farmland  at  $300  per  acre. 
Over  300,000  acres  of  U.S.  farmland  was  sold  to  Canadians  in  1982. 
There  are  no  foreign  ownership  regulations  in  the  U.S.,  and  some 
resentment  has  been  stirred. 


DOMESTIC  ISSUES 

Voluntary  National  Stabilization  Program 

More  than  other  industries,  agriculture  is  plagued  by  highly  variable  in- 
put costs  and  market  prices.  These  ups  and  downs  make  business  plan- 
ning difficult,  and  planning  is  considered  necessary  for  orderly  growth. 
Stabilization  programs  are  a  way  of  improving  farm  income  security  by 
guaranteeing  a  floor  price  for  certain  products.  Many  farm  groups  con- 
sider the  present  national  program  outmoded;  some  products  are  not 
covered,  and  timing  and  level  of  payments  have  not  met  producer 
needs.  Consequently,  every  province  except  Newfoundland  has 
established  its  own  stabilization  plan,  with  varying  levels  of  support. 
The  controversy  concerns  the  "balkanization  "  of  Canada's  agriculture 
with  all  the  inefficiencies  and  bottlenecks  that  arise  from  fragmented 
policies.  Federal  officials  want  to  restore  order. 
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Freight  Rates 

The  Crow  Rate  provides  a  subsidy  of  about  $600  million  annually  to 
Western  grain  producers  to  move  their  products.  The  subsidies,  many 
critics  assert,  tend  to  overstimulate  the  production  and  export  of  grain 
and  to  retard  livestock  production  and  export  and  the  secondary  and 
tertiary  processing  of  agricultural  products  in  the  Prairies.  Overproduc- 
ing for  an  unstable  but  growing  world  demand  for  grain  leaves  Cana- 
dian agriculture  highly  vulnerable  to  price  instability.  Diversification  is 
one  primary  goal  of  restructuring  hauling  charges  for  grain.  A  second 
goal  is  to  provide  a  sufficient  return  on  investment  to  the  railways  so 
that  rail  service  may  be  upgraded. 

Canagrex 

This  is  a  new  federal  Crown  Corporation  proposed  ".  .  to  promote, 
facilitate,  and  engage  in  the  export  of  agricultural  and  food  products 
from  Canada."  Canagrex  would  be  headed  by  a  ten-member  board  a{>- 
pointed  by  the  Cabinet,  seven  from  the  private  sector  and  one  each 
from  the  departments  of  Agriculture,  Finance  and  Industry.  Except  for 
grain  and  dairy  products,  which  are  already  under  goverrunent  control, 
this  board  could  "...  purchase  agricultural  products  and  food  products 
and  package,  process,  store,  ship,  insure,  import,  export  or  sell  or  other- 
wise dispose  of  products  purchased  by  it."  It  could  promote  products, 
enter  into  contracts  with  private  agricultural  and  processing  groups, 
deal  with  foreign  governments,  make  grants  and  loans,  and  much 
more.  Those  who  oppose  the  bill  believe  that  it  is  an  unwarranted 
government  intervention  in  agriculture  and  exporting  businesses.  More 
than  20  agricultural  associations,  representing  more  than  half  the 
agricultural  industry  as  measured  by  cash  receipts  have  sfwken  out 
against  Canagrex,  as  have  the  Consumers  Association  of  Canada,  the 
Canadian  Manufacturers  Association,  the  Canadian  Chamber  of  Com- 
merce, the  Canadian  Export  Association,  and  the  Export  Trade 
Development  Board.  Private  grain  sellers  are  concerned  about  direct 
competition  with  a  government  agency. 


Western  Canadian  Exports 

PERSPECTIVE 

Exports  from  Western  Canada  to  the  United  States  occur  primarily  in 
the  natural  resource  extraction  and  agricultural  sectors.  Limitations  in 
published  data  curtail  any  analysis  of  agricultural  exports  to  the  general 
discussion  presented  below.  The  following  discussion  refers  heavily  to 
Alberta  exports,  since  the  shipments  to  the  U.S.  from  British  Columbia 
and  Saskatchewan  are  relatively  minor. 


Value  of  Domestic  Exports  to  the  U.S. 
by  Agricultural  Commodity  Canada-Alberta, 

1981 


Canada 

Alberta 

Value 

Percent 

Value 

Percent 

Exports 

of  Total 

Exports 

of  Total 

($1,000) 

1%) 

($1,000) 

(%) 

179,436 

10.6 

39,994 

31.6 

308,990 

18.3 

27,161 

21.4 

16,134 

1.0 

99 

0.1 

23,224 

1.4 

2,104 

1.7 

88.391 

5.2 

1,541 

1.2 

39,351 

2.3 

245 

0.2 

17.668 

1.0 

7,127 

5.6 

27,158 

1.6 

2,597 

2.1 

ts      80,114 

4.8 

5,536 

4.4 

157,260 

9.3 

1,000 

0.8 

748,674' 

44.4 

39,248' 

31.0 

1,686,400 

100.0 

126,652 

100.0 

Commodity 


Live  animals 

Meat,  fresh,  chilled  or  frozen 

Other  meat  and  preparations 

Dairy  produce,  eggs,  honey 

Vegetables  and  preparations 

Other  foods,  material  for  food 

Seeds  for  sowing 

Other  oil  seeds,  nuts,  kernals 

Other  crude  vegetable  products 

Grains  and  grain  products 

Other' 

TOTAL 


'  Comprised  of  barley,  wheat,  other  cereals  unmiUed,  wheat  flour,  other  cereals  nulled, 
and  cereal  preparations.  Alberta  figures  for  grains  are  underestimated  as  exports  are  by 
province  of  disemtuircation,  not  origin. 

'  Comprised  of  fruit  and  fruit  preparations,  sugar  and  sugar  preparations,  oil  seed,  cake 
and  meal,  other  feeds  of  vegetable  origin,  other  fodder  and  feeds,  whiskey,  other 
beverages,  tobacco,  raw  hides  and  skins,  other  crude  animal  products,  flaxseed,  and 
rape  seed. 

'  Major  components:  whiskey  -  333,185;  other  beverages  -  1 16.413. 

*  Major  component:  whiskey  ■  27,685. 

Source:  Alberta  Agriculture. 
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Agricultural  production  in  British  Columbia  is  concentrated  in  fruit  and 
vegetable  production  in  the  province's  interior.  The  major  component 
of  the  B.C.  fruit  crop  is  apple  production  (75-80  percent  of  total  tree 
fruit  production),  with  the  major  market  (80  percent)  being  Western 
Canada.  The  remaining  20  percent  of  apple  production  is  shipped  to  the 
U.S.  Grain  crop  production  accounts  for  a  large  portion  of  Saskat- 
chewan's agricultural  sector.  Primary  export  markets  for  food  grains 
(wheat,  barley,  oats,  and  rye)  include  the  U.K.,  U.S.S.R.  and  China.  The 
Japanese  are  the  major  customer  for  Canadian  oilseed  (flaxseed  and 
rapeseed)  exports.  Although  published  statistics  generally  show  a 
sizeable  export  of  grain  to  the  U.S.,  this  is  almost  entirely  destined  for 
overseas  markets. 

The  accompanying  table  presents  the  value  of  domestic  agricultural  ex- 
ports from  Canada  and  Alberta  to  the  United  States  in  1981.  The  value 
of  exports  is  shown  for  major  commodity  groups  for  the  value  and 
percentage  of  exports  from  both  Canada  and  Alberta.  It  is  generally  ac- 
cepted that  the  Pacific  Coast  and  Northern  Mountain  regions  of  the 
U.S.  are  the  primary  export  markets. 

Live  animals  constitute  a  major  portion  of  Alberta' s  agricultural  exports 
to  the  United  States.  In  1981,  close  to  $40  million  (31.6  percent)  of  the 
$126.7  dollars  of  total  agricultural  exports  were  live  animal  exports. 
The  bulk  of  exports  (over  90  percent)  under  this  category  were  beef  cat- 
tle, of  which  one-fourth  are  feeder  cattle.  The  size  and  composition 
varies,  however,  according  to  relative  Canadian-U.S.  prices,  the  posi- 
tion of  the  cattle  cycle,  and  exchange  rate  shifts.  A  small  number  of 
slaughter  and  feeder  cattle  from  British  Columbia  and  Saskatchewan 
are  marketed  in  the  United  States.  In  1980,  cattle  exports  to  the  U.S. 
from  Saskatchewan  amounted  to  9,547  slaughter  cattle  (three  percent 
of  total  marketings)  and  23,027  feeder  cattle  (three  percent  of  total 
marketings).  There  is  a  small  movement  of  feeder  and  slaughter  cattle 
from  British  Columbia  to  Washington.  Slaughter  cattle  shipped  from 
the  western  provinces  to  the  U.S.  are  primarily  sent  to  the  IBP,  Inc. 
plant  in  Pasco,  Washington.  Feeder  cattle  movements  are  partially 
intra-firm  transfers  involving  cattle  producers  owning  farms  in  both 
Canada  and  the  U.S. 

A  second  major  component  (21.4  percent)  is  the  export  of  fresh  chilled 
or  frozen  meat,  accounting  for  over  $27  million  in  1981.  Meat 
shipments  from  British  Columbia  and  Saskatchewan  are  likely  negligi- 
ble, since  their  meat  packing  industries  are  relatively  small.  The  value 
of  this  category  has  escalated  rapidly  during  recent  years  its  $4  million 
value  in  1977.  Pork  accounts  for  approximately  60  percent  of  this 
category,  with  the  remaining  40  percent  being  beef.  The  pork  is  com- 
prised mainly  of  the  leg  and  ham  portions  of  the  leg  carcass.  The  beef  is 
primarily  non-fed  carcass  and  boneless  cow  beef. 


The  market  for  most  of  the  meat  is  the  deficit  western  seaboard  market, 
where  meat  from  Alberta  is  competitive  with  the  major  U.S. 
(Southwest  Plains  and  Midwest)  beef  production  regions.  Lakeside 
Packers  in  Brooks,  Alberta,  the  largest  Canadian  plant,  currently  ships 
most  of  its  output  to  the  U.S.  market.  Primary  destination  points  are 
Salt  Lake  City  and  San  Francisco.  The  leanness  of  Canadian  beef  vis  a 
vis  American  beef  makes  it  a  preferred  product  for  some  uses. 
However,  a  major  constraint  on  Canadian  exports  of  beef  to  the  U.S.  is 
the  differences  in  ribbing  procedures  for  carcasses  in  the  two  countries. 
An  effort  is  currently  underway  in  the  Canadian  cattle-beef  industry  to 
revise  ribbing  standards  to  the  American  specifications.  If  this  effort  is 
successful,  increased  penetration  of  Canadian  beef  in  U.S.  markets 
could  be  expected. 

The  other  meat  and  meat  preparation  category  is  constituted  mainly  of 
specialized  processed  meat  products.  While  this  is  currently  quite  small 
for  Canada  and  Alberta,  it  is  viewed  by  Canadians  as  a  sector  with  con- 
siderable export  potential.  Currently  trade  in  this  sector  is  constrained 
by  U.S.  label  approval  and  a  lack  of  promotion.  A  historical  problem 
has  been  that  American  consumers  associate  Canadian  products  with 
the  red  maple  leaf.  The  red  maple  leaf,  however,  is  a  registered 
trademark  of  a  Canadian  meat  packing  firm  and  it  cannot  be  used  to 
identify  other  companies'  export  products. 

Other  feeds  and  material  for  food  (essentially  grocery  manufacturing) 
are  areas  with  considerable  market  potential.  This  sector  is  attractive  to 
Canadians  because  of  the  high  value  added  and  labor  used  in  grocery 
manufacturing.  Current  exports  from  Alberta  include  crumpets,  pasta, 
cookies,  orange  juice,  pancake  mix  and  spring  water.  Orange  juice  is 
produced  using  imported  oranges  from  Brazil,  which  are  blended, 
packaged  and  re-exported.  Canola  oil  is  under  consideration  by  the 
FDA  (with  the  prompting  of  Agriculture  Canada)  for  "Generally 
Regarded  As  Safe  "  (GRAS)  status  in  the  U.S.  Western  Canadian  pro- 
ducers expect  the  GRAS  status  will  result  in  substantial  exports  of 
consumer-packaged  and  bulk  canola  oil. 

The  major  components  of  "other"  exports  are  whiskey  and  other 
beverages  (beer).  Exports  of  whiskey  from  Alberta  were  27.7  million 
dollars  and  exports  from  Canada  amounted  to  333.2  million  dollars, 
both  having  grown  considerably  over  the  last  five  years.  The  distillery 
industry  in  Alberta  is  larger  than  those  in  the  other  western  provinces, 
hence  exports  to  the  U.S.  from  B.C.  and  Saskatchewan  are  likely  to  be 
small. 

The  Albertan  government,  through  Alberta  Agriculture,  is  generally 
regarded  as  the  Canadian  leader  in  promoting  the  development  of 
agricultural  and  food  products.  However,  the  other  western  provinces 
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also  direct  a  significant  effort  at  increasing  exports.  The  export  promo- 
tion program  is  largely  directed  at  developing  markets  for  high-volume 
specialty  items.  This  direction  is  compatible  with  the  Lougheed  govern- 
ment's program  for  economic  diversification.  The  export  promotion  ac- 
tivities of  the  western  provinces  basically  encompass  two  mandates: 
defer  some  of  the  costs  incurred  by  marketing  groups  in  traveling  to 
develop  new  markets:  and  provide  information,  research  and  support 
for  export  industries.  The  latter  activity  is  the  first  priority  of  the 
market  development  section  of  Alberta  Agriculture. 

BILATERAL  ISSUES 

At  present  there  are  a  number  of  general  agricultural  trade  issues  be- 
tween the  U.S.  and  Canada,  although  none  is  particularly  pressing. 
However,  there  is  a  certain  antagonism  between  the  two  countries 
regarding  such  issues  as  acid  rain:  this  could  possibly  create  an  at- 
mosphere that  makes  solution  of  agricultural  trade  issues  more  dif- 
ficult. The  following  is  a  list  of  some  trade  policy  issues  currently  under 
consideration. 

Canada-U.S.  Beef  Import  Quotas.  A  bilateral  agreement  be- 
tween the  U.S.  and  Canada  exists  for  beef  trade.  Canadian  exports  to 
the  U.S.  are  voluntarily  limited  to  less  than  121  million  pounds,  while 
U.S.  shipments  to  Canada  are  limited  voluntarily  to  21  million  pounds. 

Canola  Oil.  The  Canadian  government  has  attempted  to  have  GRAS 
status  granted  for  canola  oil  by  the  U.S.  Food  and  Drug  Administration. 
Western  Canada  (and  particularly  Alberta)  is  a  major  producer  of 
canola  and  a  favorable  decision  by  the  FDA,  as  expected,  would  pro- 
vide access  to  consumer  and  bulk  markets  in  the  U.S. 

Dr.  J.  G.  O'Donoghue  Agreement.  An  agreement  has  been 
reached  between  Alberta  and  Alaska  to  undertake  joint  research  on  the 
problems  and  potential  of  northern  agriculture.  It  is  possible  that 
Western  Canadian  governments  would  be  receptive  to  other 
agreements  with  bordering  U.S.  states. 

Crows  Nest  Freight  Rates.  Currently  the  freight  rate  for  grain 
shipments  by  rail  in  Canada  are  legislated  to  be  far  below  the  actual 
cost  of  shipment.  Although  this  is  a  domestic  policy  issue,  the  resolu- 
tion could  have  considerable  impact  on  the  bordering  U.S.  states.  A  ma- 
jor effect  of  statutory  freight  rates  for  grain  transportation  is  the  sup- 
pression of  Western  Canada's  (especially  Alberta's)  livestock  meat  in- 
dustry. A  reduction  or  elimination  of  the  gap  between  rates  and  ship- 
ping costs  could  provide  a  large  stimulus  to  the  livestock  meat  industry. 
This  would  result  in  increased  production  and  expansion  of  the  export- 
able surplus,  with  the  Western  U.S.  being  considered  a  prime  export 
market.  A  second  effect  could  be  that  shipment  of  grain  to  export 


markets  via  American  railways  and  waterways  would  become  feasible. 
Among  the  potential  effects  would  be  increased  utilization  of 
Montana's  rail  network,  possibly  with  competition  between  Montanan 
and  Canadian  shippers  for  rail  services. 

Producer     Involvement    in    Hog/Pork    Marketing.    The 

producer-marketing  boards  in  Alberta,  Saskatchewan  and  Manitoba 
are  heavily  involved  in  export  promotion.  The  Western  U.S.  is  regarded 
(especially  by  Alberta)  as  a  market  with  considerable  export  potential. 

Commonality  of  U.S. -Canada  Trade  Interests.  There  are  a 

number  of  U.S.  trade  concerns  with  other  countries  that  potentially 
could  benefit  Western  Canadian  agricultural  trade.  The  current  U.S. 
pressure  on  Japan  and  the  EEC  to  liberalize  agricultural  trade  will,  if 
successful,  benefit  Western  Canadian  exports. 

Wheat  Export  Subsidies.  The  American  federal  government  pro- 
vides U.S.  farmers  credits  that  can  be  blended  with  guaranteed  private 
credits  for  the  exportation  of  surplus  wheat.  Canadians  have  attacked 
this  as  unfair  competition.  Americans  counter  charge  that  Canadians 
unfairly  increase  production  in  the  face  of  the  U.S.  PIK  program. 

INTERNATIONAL  ISSUES 

EEC  Agricultural  Policies.  The  Common  Agricultural  Policy  (CAP) 
of  the  European  Economic  Community  sets  prices  for  90  percent  of  its 
members  farm  output.  This  policy  has  stirred  resentment  among  other 
farm  product-exporting  countries,  which  have  threatened  reprisals  and 
boycotts  at  the  GATT.  Canada  has  tried  to  remain  neutral  in  this  con- 
flict, but  favors  looser  constraints  on  trade:  Canada  has  numerous  com- 
plaints against  the  EEC  as  well.  Protectionist  policies  have  eroded  tradi- 
tional Canadian  markets,  and  Canadian  export  sales  have  plummeted 
since  the  CAP  was  established,  especially  in  the  Third  World.  Canada 
has  increasingly  been  forced  to  export  raw  grain,  thereby  losing 
markets  for  higher-value  products,  bacon,  cheese  and  processed  goods, 
that  have  larger  employment  multipliers.  The  country  faces  severe  and 
subsidized  competition  in  international  wheat,  barley,  canola,  beef  and 
dairy  products  markets  In  1980-81,  the  EEC  passed  Australia  to  become 
the  world's  number  one  exporter  of  wheat  and  beef.  The  EEC  is  the 
world  s  foremost  exporter  of  sugar  as  well.  In  late  1982,  the  EEC  made 
a  major  sale  of  canola  to  Japan,  a  market  that  Canada  had  worked  hard 
to  gain. 

Japanese  Import  Quotas.  Japan  has  imposed  a  35  pecent  tariff  on 
poultry,  eggs,  and  dairy  products  to  complement  a  strict  quota  and  a  25 
percent  ad  volarem  tax  on  imported  beef.  The  Japanese  government 
also  regulates  pork  and  grain  prices.  Both  Canada  and  the  United  States 
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are  pressuring  Japan  to  lower  its  barriers  to  North  American  export  pro- 
ducts in  order  to  overcome  serious  balance  of  payments  deficits. 

Food  Strategy  and  Food  Aid 

The  federal  government's  "Food  Strategy  for  Canada"  focuses  on  basic 
principles  by  which  all  Canadians  will  be  ensured  adequate  supplies  of 
safe  and  nutritious  food  at  prices  that  are  reasonable  to  both  producers 
and  consumers.  The  strategy  states  that  the  government  will  actively 
pursue  means  to  maintain  or  expand  trade  in  agricultural  food  products 
while  it  continues  to  recognize  the  responsibility  of  Canada  to  provide 
food  to  developing  nations. 

Since  1963,  food  aid  under  bilateral  and  multilateral  aid  programs  has 
been  administered  by  the  Canadian  International  Development  Agen- 
cy. Most  of  the  food  consists  of  wheat  and  wheat  products,  but 
rapeseed  and  canola  oil  are  also  included.  In  recent  years  about  60  per- 
cent of  Canada's  food  aid  was  extended  to  foreign  governments  under 
bilateral  programs,  with  the  remaining  40  percent  going  through 
multilateral  channels,  mainly  the  world  food  program  |WFP).  Over  the 
last  10  years  about  85  countries  have  received  food  aid  from  Canada. 
Regular  contributions  of  flour  are  also  made  to  the  United  Nations 
Relief  and  Works  Agency.  Canada's  minimum  annual  wheat  and  flour 
aid  commitment  under  the  food  aid  convention  of  the  International 
Wheat  Council  is  495  thousand  tons.  This  commitment  has  always  been 
exceeded,  usually  by  a  wide  margin. 

Canada  is  a  member  of  the  International  Wheat  Council,  which  recent- 
ly extended  its  Wheat  Trade  Convention  and  Food  Aid  Convention 
Agreements  to  1986.  Under  the  Food  Aid  Convention,  eleven  donor 
countries,  including  Canada,  provide  7.6  million  tons  of  grain  to 
developing  countries.  Canada  provides  600  thousand  tons;  the  U.S.  pro- 
vides 4.5  million  tons. 


The  10  Lowest  Temperatures 

Ever  Recorded  in 

Canada's 

Provinces  and  Territories 

Territory 

or 

Province 

City 

Temperature 

Date 

Quebec 

Schefferville 

-srF 

Feb  7.  1950 

Bribsh  Columbia 

Pnnce  George 

-sgr 

Jan  2.  1950 

Saskatchewan 

Regina 

-srr 

Jan  1.  1885 

Alberta 

Edmonton 

-srr 

Jan  19.  1886 

Manitoba 

Winnipeg 

'HT 

t)ec  24.  1969 

Ontano 

Port  Arthur-Fort  William 

-42T 

Jan  30.  1951 

New  Bninswick 

Saint  John 

-34'F 

Feb  11.  1948 

Prince  Edward  Island 

Charlotletown 

-23T 

Jan  18,  1922 

Nova  Scotia 

Halifat 

-21-F 

Feb  18.  1922 

Newfoundland 

St   lohns 

-21T 

Feb  16,  1975 

Yukon 

Whitehorse 

-62T 

Jan  31.  1947 

Northwest  Territories 

Vellowknife 

-un 

Jan  31.  1947 
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Canada  is  richly  endowed  with  hydrocarbon  energy  resources.  It  is  one 
of  the  few  industrialized  nations  that  nearly  meets  its  own  oil  re- 
quirements and  it  currently  exports  half  of  its  natural  gas  production.  If 
has  a  tremendous  storehouse  of  unconventional  petroleum  in  tar  sands 
and  heavy  oil.  These  hydrocarbon  deposits  are  unevenly  distributed; 
the  vast  majority  of  oil  and  gas  in  Canada  has  been  discovered  in  the 
Western  provinces.  Alberta  alone  produces  nearly  85  percent  of 
Canada's  oil  and  gas.  British  Columbia  is  the  second  leading  producer 
of  natural  gas  and  Saskatchewan  the  second  ranking  oil  producer. 

Estimated  reserves  of  conventional  oil  supplies  have  declined  con- 
siderably in  recent  years  as  the  western  basin  is  depleted.  New  drilling 
and  development  is  taking  place  in  the  Arctic  and  off  the  Atlantic  coast 
in  an  attempt  to  diversify  sources  and  production.  Although  Canada  has 
more  than  abundant  gas,  transportation  and  delivery  systems  are  as  yet 
incomplete.  Very  little  Canadian  gas  is  shipped  east  of  Montreal,  and 
the  country  depends  on  foreign  oil  imports  (mostly  from  Venezuela)  to 
meet  industrial  and  residential  demand  in  the  Eastern  provinces.  The 
export  market  for  Canadian  gas,  primarily  the  United  States,  has 
slackened  due  to  the  economic  recession  and  Canada's  uncompetitive 
border  price. 


The  unconventional  fuel  resource  in  northern  Alberta  and  Saskat- 
chewan could  yield  up  to  one  trillion  barrels  within  the  next  decade, 
but  the  huge-scale  efforts  to  develop  these  resources  are  stalled  by  a 
shortage  of  financial  capital  and  falling  world  oil  prices.  Most  govern- 
ment and  industry  experts  expect  the  development  of  oil  and  gas  reser- 
voirs offshore  and  in  the  high  Arctic,  where  recent  exploration  revealed 
enormous  potential  reserves  that  may  be  the  key  to  Canada's  energy 
future.  Even  under  optimistic  supply  projections,  however,  Canada 
will  probably  remain  an  energy  importer  throughout  the  1980s.  At  the 
beginning  of  this  decade,  about  50  percent  of  Canada's  oil  was  im- 
ported, and  the  dependency  level  was  even  higher  in  the  Eastern  prov- 
inces. 

Canadians  are  neck-and-neck  with  the  U.S.  as  the  highest  per  capita 
consumers  of  energy  in  the  world.  The  cold  northern  climate,  transpor- 
tation distances,  Canada's  advanced  industrial  economy  and  Canadian 
lifestyles  dictate  relatively  heavy  energy  usage.  While  most  of  the  coun- 
try's fuel  resources  are  found  in  the  West,  the  majority  of  the  popula- 
tion lives  in  Central  Canada,  primarily  in  southern  Ontario  and 
Quebec.  Much  of  the  nation's  conventional  energy  supply  has  been 
unavailable  to  eastern  consumers  because  of  geography  and  past 
federal  policies  that  subsidized  oil  imports  and  gas  exports,  and  that 
favored  swapping  arrangements  with  the  U.S.  and  other  countries  over 
the  development  of  costly  all-Canadian  east-west  pipelines. 
Disagreements  concerning  domestic  prices,  the  regulation  of  exports, 
the  scope  of  federal  powers  in  formulating  energy  policy  and  the  extent 
of  foreign  and  multinational  control  over  the  oil  and  gas  industry  in 
Canada  have  stirred  intense  feelings  and  exacerbated  already  strained 
relations  among  the  central  government  and  the  provinces. 

The  Resource  Transfer  Act  of  1930  granted  ownership  of  natural 
resources  to  the  provinces;  thereafter  the  development  and  production 
of  oil  and  gas  became  provincially  regulated.  The  federal  government 
and  the  producer  provinces  still,  however,  dispute  jurisdiction  over  the 
rates  of  production  and  development  as  well  as  over  export  prices, 
volumes  and  taxation  and  revenue-sharing.  Provincial  agencies  and 
both  federal  and  provincial  Crown  Corporations  have  played  a  direct 
role  in  exploring,  developing,  and  producing  oil  and  gas  in  the  three 
Western  provinces. 

The  1947  Leduc  oil  discovery  in  Alberta  marked  the  beginning  of  a  new 
era  for  the  West.  Hydrocarbon  resources  soon  became  an  economic 
mainstay  for  the  region  and  the  most  promising  source  of  future  growth 
and  prosperity.  The  1973-74  OPEC  price  revolution  confirmed  the  im- 
portance and  value  of  western  energy  resources  and  intensified  the 
disagreements  between  Alberta  and  the  federal  government. 
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Throughout  the  oil-abundant  Sixties,  self-sufficiency  was  not  regarded 
as  important  by  the  Ottawa  government.  Oil  exports  were  encouraged. 
Canada  was  well  integrated  as  a  northern  extension  of  the  U.S.  con- 
tinental energy  system;  Canada  was  regarded  as  a  safe,  secure  source  of 
oil  and  gas.  The  1970s  brought  significant  changes  in  Canada's  energy 
strategy.  The  OPEC  price  hike  and  embargo  stimulated  a  drive  toward 
self-sufficiency.  Concerned  about  potential  domestic  shortages,  the 
government  imposed  export  taxes  and  controls,  followed  by  the 
establishment  of  a  two-price  system  whereby  Canadians  would  pay  a 
lower  price  for  oil  than  would  U.S.  (and  other  foreign)  customers.  The 
Oil  Import  Compensation  Program  provided  a  single  crude  oil  price 
across  Canada,  subject  only  to  differences  in  quality  and  transportation 
costs. 

The  continuing  rise  in  world  oil  prices  and  a  growing  concern  for 
Canada's  vulnerability  to  unstable  supplies  increased  interest  in  un- 
conventional energy  resources,  particularly  the  tar  sands  and  heavy  oil 
deposits  in  northern  Alberta.  Interest  burgeoned  into  investment,  and 
so-called  megaprojects— requiring  billions  of  dollars  of  capital  planned 
as  joint  ventures  by  federal,  provincial  and  private  corporations.  Con- 
flict among  participants  concerning  revenue  shares  and  production 
schedules  stalled  most  of  the  projects  initially:  high  interest  rates  and 


falling  oil  prices  curtailed  later  activity.  At  present,  there  are  two 
megaprojects  in  operation,  although  at  a  significantly  reduced  scale:  the 
heavy  oil  production  facility  at  Cold  Lake  and  the  Alsands  plant  near 
Ft.  MacMurray,  both  in  Alberta. 

There  were  four  major  thrusts  of  federal  policy  throughout  the  seven- 
ties: freedom  from  oil  imports,  greater  participation  by  Canadians  in 
the  oil  and  gas  industry,  assertion  of  federal  paramountcy  over  the  pric- 
ing and  regulation  of  energy,  and  capture  of  economic  benefits  by  the 
Canadian  manufacturing  sector  from  the  construction  of  the  colossal 
energy  projects. 

POLICY  TRENDS 

The  National  Energy  Program  (NEP) 

In  1980  the  federal  government  launched  the  NEP,  a  complex  and  com- 
prehensive policy  designed  to  meet  three  basic  objectives: 

•  security  of  oil  supply  (and  insulation  from  the  world  oil  market) 

•  opportunity  for  Canadians  to  participate  in  the  growth  of  the  oil 
and  gas  industry 

•  fairness  to  all  Canadians  in  pricing  and  revenue  sharing  (i.e.  an 
equitable  distribution  of  energy  benefits  and  costs) 
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The  security  and  opportunity  objectives  relate  to  Canada's  OPEC- 
inspired  drive  to  achieve  energy  self-sufficiency  by  1990,  and  the 
Liberal  government's  interest  in  "Canadianizing  "  a  key  industry  that 
has  been  dominated  by  U.S.  and  other  foreign  corporations.  The  objec- 
tive of  fairness  concerns  most  directly  the  formula  by  which  the  federal 
and  provincial  governments  divide  the  revenues  gained  from  taxes  and 
royalties  on  oil  and  gas.  Related  goals  of  the  NEP  include  a  transition 
from  oil  to  natural  gas  as  the  mainstay  of  Canada's  energy  system,  ac- 
celerated conservation  efforts,  and  maintenance  of  domestic  price 
levels  for  hydrocarbon  fuels  below  hugely  inflated  world  prices. 

The  NEP  set  as  a  target  the  reduction  of  oil  use  in  the  residential,  com- 
mercial and  industrial  sectors  to  no  more  than  10  percent  of  total 
energy  requirements  by  1990.  Under  an  agreement  with  Alberta, 
natural  gas  was  made  an  attractive  alternative  fuel  by  pegging  its  price 
at  two-thirds  the  price  of  oil.  In  addition,  the  Canadian  Oil  Substitution 
Program  (COSP)  provides  grants  to  households  and  businesses  that 
switch  from  oil  to  gas,  electricity,  or  other  form  of  energy. 

The  Canadianization  provisions  of  the  NEP  are  aimed  at  reducing 
foreign  ownership  in  the  oil  and  gas  industry  from  greater  than  70  per- 
cent in  1980  to  less  than  50  percent  by  1990.  The  objective  entails  three 
basic  actions: 

financial  takeovers  of  multinationals  by  PetroCanada,  the  country's 
national  energy  company; 

•  the  offering  of  lucrative  Canada  land  investment  opportunities  for 
private  firms  that  broaden  their  Canadian  base,  and 

•  inclusion  of  a  back-in  privilege  for  PetroCanada  under  which  the 
Crown  corporation  can  assume  25  percent  interest  in  new  fields  on 
Canada  lands. 

The  back-in  provision  is  in  part  an  expression  of  the  federal  govern- 
ment's estimation  that  the  best  supply  prospects  are  offshore  and  on  the 
Arctic  frontier.  The  provision  is  also  linked  to  a  new  tax  regime 
whereby  netbacks  to  firms  are  held  low  enough  so  that  they  are  unable 
to  finance  exploration  and  development  from  retained  earnings;  the 
firms  must  acquire  Canadian  assets  in  order  to  capitalize  on  investment 
subsidies.  Under  the  Petroleum  Incentives  Program  (PIP),  Canadian- 
owned  and  controlled  companies  can  receive  up  to  80  percent  of  their 
exploration  costs  on  Canada  lands  (35  percent  on  provincial  properties) 
from  a  federally  administered  fund  or,  in  the  case  of  Alberta,  a  provin- 
cial agency. 

To  summarize,  the  National  Energy  Program  was  established  to  help 
Canada  achieve  energy  self-sufficiency  (or  at  least  greater  energy 
security]  by  the  end  of  the  decade.  The  program  stresses  the  need  to 


reduce  consumption,  especially  of  expensive  oil  imports,  and  to 
develop  alternative,  sustainable  forms  of  energy.  The  principal  means 
employed  to  attain  these  goals  include:  increased  exploration,  develop- 
ment and  production  of  domestic  oil,  lower  consumption  of  oil  pro- 
ducts, and  rapid  substitution  from  oil  to  more  plentiful  resources. 
Overall,  the  NEP  represents  a  further  nation-building  attempt  under 
federal  leadership  providing  Canadian  citizens  with  a  clear  example 
and  visible  symbol  of  the  central  government's  responsiveness  to  issues 
vital  to  the  nation's  welfare  and  a  commitment  to  sustaining 
cooperative  federalism.  The  producing  provinces  in  the  West,  of 
course,  take  exception  to  the  tools  and  even  some  of  the  goals  of  the 
NEP. 
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Gas  Exports 

Estimates  of  Canada's  natural  gas  reserves  chemged  drastically  between 
1970  and  1975.  The  energy  minister  claimed  in  1971  that  the  country 
had  sufficient  gas  for  392  years  (at  1970  rates  of  production)  and  the  Na- 
tional Energy  Board  (NEB)  approved  the  largest-ever  export 
license— for  6.3  trillion  cubic  feet  (tcf)— to  be  exported  over  a  15-20  year 
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year  period.  In  1975,  however,  the  NEB  reported  that  Canada  would  be 
facing  a  natural  gas  shortage  within  the  decade,  and  that  oil  production 
would  decrease  to  the  extent  that  the  country  would  become  a  net  oil 
importer  (which  it  has).  The  discrepancy  in  oil  and  gas  reserve  figures 
was  one  of  the  reasons  why  PetroCan  was  created,  since  private  oil 
companies  were  no  longer  considered  reliable  sources  of  information. 
The  prospect  of  an  imminent  gas  shortage  moved  the  government  to  en- 
dorse and  help  finance  a  pipeline  to  carry  Alaskan  and  Canadian  gas 
from  the  Arctic.  Canada  remained  committed  to  long-term  export  con- 
tracts with  U.S.  firms. 


More  recent  reserve  estimates  as  well  as  new  discoveries  prompted  the 
NEB  to  authorize  in  early  1983  an  additional  11.6  tcf  of  gas  for  export: 
20  percent  to  Japan  via  the  Western  Liquified  Natural  Gas  Project;  43 
percent  devoted  to  extensions  of  existing  licenses:  and  37  percent  for 
new  exports  to  the  United  States  delivered  at  Emerson,  Manitoba 
and/or  Niagara  Falls.  The  latter  category  of  exports  will  require  the 
TransCanada  Pipeline  Ltd.  (TCPL)  to  expand  its  capacity:  the  exten- 
sions are  contingent  upon  FERC  regulation  approval  in  the  U.S.  The 
permit  issued  to  Dome  Petroleum  for  sales  to  Japan  stipulated  that  the 
company  would  gain  approval  from  both  Alberta  and  British  Columbia 
for  gas  removal  and  that  the  Foreign  Investment  Review  Agency  would 
clear  any  foreign  capital  investments  needed  for  export  expansion. 
Decisions  on  each  of  these  matters  are  pending. 

Petrochemicals 

Canada's  petrochemical  industry  is  in  trouble.  The  country's  three  ma- 
jor production  complexes,  in  Montreal,  Southern  Ontario  and  Alberta, 
are  operating  at  about  65  percent  of  capacity.  Losses  are  mounting,  and 
the  federal  government  has  pledged  financial  support  for  the  eastern 
facilities  in  spite  of  a  glut  of  petrochemical  products  in  the  international 
market.  The  major  structural  problem  is  production  over-capacity,  and 
Canada's  most  urgent  difficulty  is  competition  from  U.S.  Gulf  Coast 
producers  using  inexpensive  long-term  contract  gas  for  feedstock. 

The  National  Energy  Program  promises  a  petroleum  feedstock  cost  ad- 
vantage to  Canada's  petrochemical  industry.  Under  the  NEP,  domestic 
oil  prices  are  not  to  exceed  85  percent  of  the  world  price  level.  A 
feedstock  cost  advantage  is  considered  vital,  since  Canadian  producers 
face  distribution  cost  disadvantages  sometimes  as  great  as  25  percent. 
In  addition,  Alberta  plants  have  to  be  built  to  withstand  extremely 
harsh  winters,  and  products  destined  for  overseas  markets  must  travel 
1,000  miles  overland  to  reach  harbors  at  Vancouver. 

KEY  AGENCIES 

Energy,  Mines  and  Resources.  EMR  is  the  primary  federal 
agency  responsible  for  policy  formulation  and  research  in  the  fields  of 
energy  and  mineral  resources.  It  exercises  full  responsibility  for 
negotiation,  establishment  and  implementation  of  all  energy-related 
federal  programs: 

•  performs  surveys,  mapping  and  remote  sensing  of  Canadian  lands 
and  waters; 

•  makes  policy  recommendations  to  achieve  national  objective  of 
secure  energy  supply; 
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•  establishes  pricing  formulas  and  monitors  oil  company  costs,  prof- 
its, capital  expenditures  and  levels  of  Canadian  ownership,  and 

•  promotes  conservation,  conversion  from  oil  to  gas,  and  the  develo[>- 
ment  of  frontier  resources. 

National  Energy  Board.  Two  principal  roles  of  the  NEB  are  to 

regulate  certain  aspects  of  oil,  gas  and  electrical  utilities  and  to  advise 
the  government  of  Canada  on  the  development  and  use  of  energy 
resources.  The  NEB  is  also  responsible  for: 

•  issuing  export  licenses  for  natural  gas,  oil  and  electricity; 

•  implementing  safety  standards  in  pipeline  construction  and  issuing 
certificates  of  public  convenience  and  necessity  for  interprovincial 
and  international  pipelines  and  power  lines; 

•  regulating  rates,  tolls,  and  tariffs  of  pipeline  companies; 

•  administering  provisions  of  the  Petroleum  Administration  Act  and 
the  Northern  Pipeline  Act,  and 

•  reporting  to  Parliament  through  the  Minister  of  Energy,  Mines  and 
Resources. 

Petro  Canada.  Petrocan,  Canada's  national  oil  company,  is  a  Crown 
Corporation  designed  as  an  instrument  of  federal  energy  policy.  It  was 
established  in  1975  to  achieve  several  objectives,  including: 

•  exploring  and  developing  hydrocarbon  resources  and  other  fuels 
and  participating  in  research  and  development  projects; 

•  importing,  producing,  transporting,  distributing,  refining  and 
marketing  hydrocarbon  fuels  and  other  energy  resources,  and 

•  engaging  or  investing  in  ventures  or  enterprises  related  to  energy 
development  and  marketing. 

Additional  objectives,  manifested  in  public  debates  prior  to  the  passage 
of  enabling  legislation,  include: 

•  increased  Canadian  participation  in  the  oil  industry; 

•  reliable  information  on  Canada's  resources  and  industry  activities, 
and 

•  stimulation  of  private  investment  in  certain  areas  through  govern- 
ment participation. 

Canertech  is  a  new  Crown  Corporation  established  to  stimulate  and 
support  entrepreneurs  seeking  to  develop  innovative  renewable  energy 
technologies. 

Canada  Centre  for  Mineral  and  Energy  Technology 
(CANMET)  is  a  branch  of  EMR  that  conducts  laboratory  and  pilot 
plant  research  on  resource  extraction  emd  use  technologies  including 


coal,  oil  sands,  heavy  oils,  fluidized  bed  combustion  and  coal  liquefac- 
tion. 

ISSUES 

The  future  of  Canada's  oil  and  gas  industry  and  federal  energy  policy  is 
clouded  by  the  uncertainties  of  world  price  trends,  the  impacts  of 
deregulation  in  the  United  States  and  Canadian  politics.  The  sudden 
drop  in  OPEC's  benchmark  price  for  crude  oil  has  undermined  federal 
revenue  projections  and  may  require  a  new  round  of  negotiations  be- 
tween federal  authorities  and  the  producing  provinces.  The  deregula- 
tion of  natural  gas  in  the  U.S.,  if  it  occurs  without  "re-regulation" 
schemes  of  one  sort  or  another,  may  have  a  profound  effect  on 
American  consumer  demand,  domestic  supplies  and  the  attractiveness 
of  imports  from  Canada.  The  expectation  of  continued  price  deflation 
in  the  world  oil  market  has  already  caused  abandonments, 
postponements  and  delays  in  the  heavy  oil  and  tar  sands  megaprojects, 
which  were  supposed  to  provide  the  backbone  of  Canada's  energy  self- 
sufficiency.  Canada,  the  United  States  and  indeed  the  world  is  in 
something  of  a  state  of  confusion  regarding  energy.  Meanwhile,  a  num- 
ber of  domestic  and  bilateral  issues  remain  unresolved. 

Jurisdiction 

The  government  of  Alberta  has  regarded  the  NEP  as  practically  a 
declaration  of  civil  war  in  the  struggle  with  the  government  of  Canada 
over  jurisdiction,  wealth  and  power.  Alberta  is  still  at  odds  with  the 
federal  government  over  Canada's  inferventionary  powers  and  uniform 
border  pricing  for  gas  exports.  The  provincial  cabinet  has  statutory 
power  to  fix  the  maximum  amount  of  petroleum  that  may  be  produced 
under  Crown  Agreements  during  any  month.  Presently  about  85  per- 
cent of  Alberta's  production  is  from  Crown  lands  controlled  by  the  pro- 
vincial government.  Federal  authorities  have  constitutional  declaratory 
powers,  however,  that  enable  them  to  take  control  over  Alberta's  oil 
fields  if  the  province  withholds  production.  The  BNA  Act  allows  the 
federal  cabinet  to  override  provincial  jurisdiction  and  take  over  in- 
dustries by  declaring  that  their  output  affects  the  national  interest.  A 
constitutional  wrangle  was  avoided  by  the  September,  1981  Agreement 
between  Alberta  and  Ottawa,  but  the  issue  remains  a  potentially 
divisive  one.  Alberta  has  the  exclusive  permit  power  to  suspend  ap- 
proval of  the  Alsands  and  Cold  Lake  megaprojects. 

Offshore  Management 

Offshore  oil  and  gas  activities  are  another  federal-provincial  contro- 
versy. Equitable  revenue-sharing  formulas  and  rational  production 
schedules  require  agreements  between  the  affected  provinces  and  the 
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central  government.  Another  aspect  of  the  argument  concerns  Petro- 
Canada's  commitment  to  "Canadian  content"  in  its  procurement  of 
drilHng  rigs,  supply  ships  and  assorted  technologies  for  offshore  work. 
Many  Canadians  argue  that  the  company  has  too  often  purchased 
equipment  from  U.S.  and  European  firms. 

Prices  and  Taxing 

A  federally  imposed  export  tax  on  gas  produced  within  provincial  ter- 
ritory has  been  declared  unconstitutional  by  Canada's  Supreme  Court, 
but  the  decision  was  based  on  Ottawa's  proposed  tax  for  general 
revenue-raising:  there  is  a  possibility  that  the  issue  may  be  brought 
back  to  life  if  the  federal  goverrunent  attempts  to  tax  exports  for  a  more 
definite  purpose.  Producing  provinces,  especially  Alberta,  regard  such 
a  tax  as  a  raid  on  provincial  revenues  since  American  consumers  do  not 
pay  it,  thus  a  proportion  of  the  "flowback"  that  would  normally  accrue 
to  the  province  would  be  diverted  to  federal  coffers.  No  similar  royalty 
or  tax  has  been  proposed  for  any  resources  exported  from  Central 
Canada. 

Gas  Pricing 

The  Western  provinces'  desire  for  a  reduction  in  the  border  price  for 
exported  gas  is  offset  by  federal  concerns  for  resource  conservation  (to 
provide  self-sufficiency)  and  the  needs  of  consumers  in  Eastern 
Canada,  for  whom  gas  is  as  yet  unavailable.  Ottawa  has  thus  far  re- 
garded natural  gas  as  a  national  resource,  whereas  Alberta  has  been 
reluctant  to  supply  Eastern  Canada  at  subsidized  rates  when  the  U.S. 
provides  a  larger,  closer  and  potentially  more  lucrative  market. 

Now  that  a  significant  increase  in  export  volume  has  been  approved, 
the  main  problem  for  Canada  is  selling  its  gas  in  U.S.  markets.  In  1980, 
Canadian  suppliers  suffered  a  21  percent  decline  in  U.S.  sales  due  to  a 
mild  winter,  increased  production  in  the  United  States  and  resistance  to 
Canada's  high  border  price.  In  1982,  British  Columbia's  export  sales 
mounted  to  only  about  40  percent  of  1979  totals  because  of  a  price  in- 
crease from  $4.47  to  $4.94/mcf  and  competition  from  residual  fuel  oil. 
With  the  recession  continuing,  and  the  American  gas  industry  in  disar- 
ray as  a  result  of  the  Reagan  administration's  deregulation 
initiatives.there  is  little  likelihood  that  Canadian  producers  will  be  able 
to  take  advantage  of  their  export  licenses.  Canada  already  has  large 
amounts  of  unsold,  shut-in  gas.  The  need  to  find  additional  markets  is 
underscored  by  the  fact  that  Canada  continues  to  use  almost  two  and 
one-half  times  more  oil  than  gas  annually,  despite  the  fact  that  there  is 
50  percent  more  accessible  energy  in  the  ground  as  gas  than  there  is  as 
conventional  oil. 


Pressures  are  building  on  both  sides  of  the  border  to  reduce  Canada's 
high  export  price.  The  federal  cabinet  has  final  control  of  the  pricing 
decision,  and  it  continues  to  argue  that  Canada's  ability  to  guarantee  a 
large,  reliable  and  stable  supply  of  gas  over  a  long  period  of  time  justi- 
fies the  premium  price  (which  was  derived  from  a  1980  measure  of 
energy  equivalency  with  crude  oil).  Many  industry  experts  argue  that 
gas  prices  ought  to  be  calculated  according  to  its  commodity  value 
relative  to  other  energy  sources  available  to  the  U.S.  markets  being 
served  by  Canadian  gas.  Others  argue  for  a  two-tier  pricing  system 
based  upon  similar  calculations.  Energy  self-sufficiency  by  1990  is 
doubted  by  many  industry  officials  in  Canada  unless  large  increases  in 
conservation,  exploration,  substitution,  oil  sands  development  and 
enhanced  recovery  techniques  take  place.  They  recognize  that  oil  im- 
ports and  the  oil  deficit  is  growing,  and  they  argue  that  gas  exports  to 
the  U.S.  (at  lower  prices)  could  improve  Canada's  balance  of  payments. 
Some  Americans  have  suggested  that  lower  prices,  leading  to  greatly 
expanded  sales  in  the  U.S.,  could  replace  high-sulfur  coal  and  oil  in  in- 
dustrietl  facilities  and  help  alleviate  the  acid  rain  problem  in  the  north- 
east. 

The  Canadian  goverrunent  acknowledges  that  the  natural  gas  industry 
depends  on  exports  for  growth;  so  far  it  is  banking  on  decreasing  gas 
production  in  the  U.S.  and  a  reluctance  on  the  part  of  American  firms  to 
develop  expensive,  shut-in  gas  from  domestic  reserves  when  so  much 
Canadian  gas  is  available,  even  at  the  present  border  price.  In  any 
event,  unless  natural  gas  supplies  compete  more  effectively  with  alter- 
native fuels,  especially  now  that  oil  prices  are  faUing,  the  market  for 
Canadian  supplies  could  be  diminished  drastically. 

Canadianization 

Many  American  businesses  have  severely  criticized  the  NEP  as 
discriminating  against  U.S.  firms  and  being  tantamount  to  nationaliza- 
tion of  Canada's  oil  and  gas  industry.  While  the  U.S.  government  has 
been  sympathetic  to  such  claims,  it  is  more  concerned  with  other 
aspects  of  Canada's  overall  energy  strategy,  namely  that  artificially  low 
domestic  prices  constitute  a  subsidy,  which  gives  Canadian  producers 
of  petrochemicals,  synthetic  textiles,  and  plastic  products  an  interna- 
tional pricing  advantage.  Offsetting  this  argument  is  the  fact  that  lower 
prices  tend  to  drive  Canadian  drillers  and  energy  investors  to  the 
United  States,  hence  leading  to  an  increased  discovery  rate  in  the  U.S. 
and  slower  growth  in  Canada. 

Criticisms  aimed  at  the  NEP  by  Canadians  and  Americans  alike  have 
compelled  the  Canadian  government  to  make  certain  accommodations 
to  industry,  including  a  widened  definition  of  exploration  expenses, 


Oil  and  Gas       83 


changes  in  the  Canadian  Ownership  Rating,  an  extension  of  the  "Cana- 
dianization"  schedule,  and  more  easy  eligibihty  for  the  Petroleum  In- 
centives Program.  These  adjustments  have  eased  some  of  the  bilateral 
tensions  caused  by  the  NEP. 

Other  aspects  of  Canadianization  are  unpopular  in  Canada.  Dome 
Petroleum,  a  Calgary-based  and  debt-ridden  firm  (36  percent  Canadian- 
owned),  was  recently  the  beneficiary  of  a  large-scale  federal  bailout 
that  has  angered  many  Canadians.  Dome  seems  to  receive  special  treat- 
ment because  it  was  the  major  firm  to  Canadianize  itself.  (Dome  is  su{>- 
posed  to  play  a  large  part  in  Canada's  plans  to  export  liquefied  natural 
gas  to  Japan.) 

Alaska  Pipeline  Project 

Another  unresolved  issue  concerns  the  Alaska  pipeline  project.  Canada 
has  already  committed  billions  of  dollars  and  other  resources  to  its  sec- 
tion of  the  pipeline,  but  construction  of  the  American  portion  has  been 
stalled  in  Congress.  The  Canadian  government  is  understandably  con- 
cerned about  the  possibility  that  the  U.S.  will  renege  on  its  promise  to 
complete  its  sections  of  pipeline. 


license.  Production  is  prorationed  by  the  Alberta  government:  the  pro- 
vincial government  takes  its  royalties  in  the  form  of  shared  production. 
Royalties  from  oil  and  gas  contribute  more  than  two-thirds  of  the  an- 
nual revenue  of  the  province.  Alberta  has  decided  to  use  revenues  from 
oil  and  gas  production  to  promote  diversification.  Conscious  of  the 
finite  nature  of  their  nonrenewable  resources,  resource  revenues  are 
being  used  to  help  build  secondary  and  tertiary  industries. 

POLICY  TRENDS 

The  liberal  government  in  Ottawa  has  attempted  to  use  petroleum 
policy  to  counteract  trends  toward  regionalism  within  Canada  and  con- 
tinentalism  within  North  America.  The  Alberta-Canada  pricing  agree- 
ment signalled  an  important  compromise  between  federal  and  provin- 
cial interests,  but  adverse  conditions  are  sharpening  differences  of 
interpretation  of  the  agreement  with  each  government  seeking  to 
minimize  revenue  losses. 

Since  world  oil  price  fluctuations  have  a  direct  impact  on  federal  and 
provincial  revenues  from  taxes  on  energy  resources,  the  Alberta 
government  has  been  closely  monitoring  decisions  made  by  OPEC. 
Sizeable  price  reductions  mean  less  revenue  for  the  province  and  hence 
severe  budgetary  problems.  The  recession  has  caught  up  with  Alberta. 
Although  the  economy  is  perhaps  still  the  strongest  in  Canada,  current 
projections  of  growth  in  petroleum  industry  activity  and  capital  in- 
vestments are  a  far  cry  from  those  of  recent  years.  Further  diversifica- 
tion of  the  economy  hinges  in  large  part  on  the  province's  advantageous 
position  as  a  resource  supplier,  and  Alberta  is  anxious  to  sell  more  of  its 
oil  and  gas  in  the  United  States  market. 


ALBERTA  PERSPECTIVE 

The  petroleum  industry  is  the  main  economic  engine  in  Alberta,  ac- 
counting for  nearly  40  percent  of  the  gross  provincial  product.  Abun- 
dant reservoirs  of  natural  gas  are  found  in  many  areas  of  the  province, 
and  recoverable  reserves  are  presently  estimated  at  1.6  trillion  cubic 
meters. 

The  province  "owns"  petroleum  and  natural  gas  resources  as  part  of 
constitutional  arrangements  with  the  federal  government.  As  the  major 
oil  and  gas  producer  in  Canada,  Alberta  vehemently  challenges  the 
authority  of  the  federal  government  in  any  aspect  of  petroleum 
business.  Alberta  has  established  a  Texas-style  system  for  developing 
petroleum  resources  with  maximum  private  involvement. 

The  province  leases  its  Crown  lands  through  competitive  bidding.  If 
reserves  are  discovered,  the  companies  then  apply  for  a  production 


ALBERTA  AGENCIES 

Ministry  of  Energy  and  Natural  Resources  is  responsible  for 
administration  and  management  of  Alberta's  energy  and  natural 
resources.  The  Mineral  Revenues  Division  of  the  Energy  sector 
calculates,  collects  and  verifies  petroleum  and  natural  gas  royalties. 
The  Resource  Evaluation  and  Planning  Division  provides  aerial  pho- 
tography, mapping  and  resource  inventory  services. 

Petroleum  Marketing  Commission  serves  as  the  agent  that  sells 
the  Crown's  royalty  share  and  the  private  company's  share  of 
petroleum  from  Crown  leases.  The  commission  is  also  responsible  for 
assuring  that  feedstock  fuels  are  available  to  Alberta's  industries.  In 
1980,  the  Ministry  of  Energy  and  Natural  Resources  delegated  to  the 
commission  authority  to  govern  natural  gas  transactions  within  the 
province. 
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Energy  Resources  Conservation  Board  is  responsible  for  the 
preservation  and  effective  use  of  Alberta's  energy  resources.  The  board 
considers  applications  for  the  removal  of  gas  from  the  province,  and 
grants  industrial  development  permits  for  the  use  of  oil  and  gas  pro- 
ducts within  Alberta.  The  ERCB  is  also  charged  with  resource  and  en- 
vironmental management  functions  including:  appraisal  of  reserves; 
regulation  of  exploration  development  pipelines  and  transmission 
lines;  insurance  of  safety,  prevention  of  waste,  appraisal  of  markets 
and  productive  capacity,  and  provision  of  advice  to  the  government. 

Alberta  Oil  Sands  Technology  and  Research  Authority  is 

responsible  for  research  activities  concerning  in  situ  production  and 
recovery  of  synthetic  crude  oil  from  Alberta's  oil  sands  deposits. 
Alberta  Energy  Company  is  a  publicly  owned  and  government- 
administered  company  that  invests  in  energy  projects  such  as  the  syn- 
crude  oil  sands  near  Fort  McMurray.  The  company  is  not  intended  to 
compete  with  private  industry  in  normal  exploration  and  development 
of  energy  resources,  but  rather  ensures  that  Alberta  citizens  retain  a 
proprietary  interest  in  and  share  the  risk  of  resource  development  in 
general. 


B.C.  PERSPECTIVE 

All  natural  gas  and  petroleum  produced  in  British  Columbia  is  located 
in  the  northeast  corner  of  the  province  (Dawson  Creek/Ft.  St.  John 
area).  Proven  reserves  of  crude  oil  are  estimated  at  about  20  million 
cubic  meters,  and  proven  gas  reserves  are  approximately  190  billion 
cubic  meters. 

Production  of  crude  oil  in  British  Columbia  began  in  1955  from  the  Fort 
St.  John  field,  but  it  was  not  significant  until  late  1961,  when  the  oil 
pipeline  was  built  to  connect  the  terminal  at  Taylor  to  the  TransMoun- 
tain  pipeline  near  Kamloops.  There  are  now  about  40  fields  in  produc- 
tion in  the  province. 

Commercial  production  of  natural  gas  began  in  1954  to  supply  the  com- 
munity of  Fort  St.  John.  In  1957,  a  processing  plant  and  pipeline  were 


completed  to  serve  the  province  and  the  northwestern  United  States.  In 
1980,  there  were  about  85  gas  fields  producing  both  associated  and  non- 
associated  gas. 

Fifty-one  percent  of  B.C.  natural  gas  is  exported  to  the  United  States. 
Crude  oil  production  only  fulfills  about  15  percent  of  the  province's 
needs:  the  rest  is  imported  from  Alberta. 


POLICY  TRENDS 

Natural  gas  development  and  export  are  regarded  as  key  components  in 
the  province's  economic  recovery  during  the  next  decade.  With  the  in- 
dustry located  in  the  northeast,  which  is  sparsely  populated,  the  B.C. 
government  hopes  to  stimulate  a  wider  range  of  economic  activities. 

The  province  is  eager  to  advance  sales  to  energy  markets  overseas. 
While  the  government's  export  pohcy  ensures  that  B.C.'s  own  im- 
mediate and  future  needs  for  natural  gas  will  be  met,  an  aggressive  pro- 
gram is  underway  to  supply  liquified  natural  gas  (LNG)  to  Japan.  In  the 
summer  of  1982,  the  provincial  government  chose  Dome  Petroleum  of 
Calgary  to  build  a  $3  billion  LNG  plant  on  the  northwest  coast  near 
Prince  Rupert.  Deliveries  are  planned  to  commence  in  1986,  and  the 
province  hopes  to  earn  $400  million  in  revenues  per  year. 

In  the  fall  of  1982,  the  B.C.  and  Alberta  governments  suggested  that 
they  form  a  joint  marketing  body  to  sell  natural  gas  to  the  U.S.  (rather 
than  compete  for  the  same  market).  The  proposed  agency  would  act  as 
a  sales  agent  for  both  provinces  and  steer  gas  sales  through  the  U.S. 
regulatory  process.  Because  gas  exports  have  fallen  off  in  the  past  year 
(partly  the  result  of  an  uncompetitive  border  price  for  Canadian  gas), 
the  plan  has  not  been  enacted. 


B.C.  AGENCIES 

Ministry  of  Energy,  Mines  and  Resources  is  the  focal  point  for 
policy  initiatives  and  the  principal  provincial  agency  for  administering 
energy  programs.  The  ministry  administers  all  statutes  regarding  oil, 
gas  and  geothermal  resources  and  is  responsible  for  conservation  laws 
and  practices. 

Cabinet  Committee  on  Economic  Development  reviews  and 
approves  energy  policies  and  programs. 

Energy  Policy  Committee,  chaired  by  the  Minister  of  Energy, 
Mines  and  Resources,  coordinates  government  programs  with  those  of 
the  province's  two  major  Crown  Corporations,  B.C.  Hydro  and  the  B.C. 
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Petroleum  Corporation.  The  latter  corporation  purchases  oil  from  pro- 
ducer companies  and  sells  much  of  it  to  the  Westcoast  Transmission 
Company,  a  major  U.S.  pipeline  firm. 

B.C.  Utilities  Commission  exercises  all  energy  regulatory  respon- 
sibilities. 


SASKATCHEWAN  PERSPECTIVE 

Saskatchewan  currently  ranks  second  in  Canada  for  crude  oil  produc- 
tion, accounting  for  about  10  percent  of  the  national  total.  The  province 
also  produces  (and  has  vast  reserves  of)  heavy  oil  used  primarily  to 
make  asphalt. 

One- third  of  Saskatchewan's  current  production  is  light  crude  and  one- 
fourth  is  medium;  both  grades  are  suitable  for  refining  into  gasoline 
and  heating  oil,  and  both  can  be  transported  via  pipeline.  Over  half  of 
light  and  medium-grade  oil  is  sold  in  Ontario  and  Quebec:  heavy  oil  is 
exported  to  the  U.S.  midwest.  Saskatchewan  has  about  25  billion  bar- 
rels of  heavy  oil  underground  (most  of  it  on  the  western  border  with 
Alberta),  but  recovery  costs  are  high  and  transportation  is  difficult. 

Saskatchewan  has  an  estimated  1.3  billion  cubic  feet  of  natural  gas  that 
is  economically  recoverable  at  today's  prices.  It  has  an  additional  1.4 
billion  cubic  feet  of  less  economical  reserves.  All  natural  gas  currently 
produced  is  used  within  the  province,  most  of  it  being  distributed 
through  the  publicly  owned  Saskatchewan  Power  Company.  Domestic 
gas  currently  supplies  about  36  percent  of  provincial  needs:  the  rest  is 
brought  in  from  Alberta. 

POLICY  TRENDS 

The  newly  installed  conservative  government  has  begun  a  recovery 
program  for  the  province's  oil  and  gas  industry.  In  place  of  grants  or 
subsidies  to  ailing  companies,  the  government  has  declared  a  five-year 
tax  holiday  on  deep  exploratory  wells  and  a  three-year  exemption  from 
provincial  royalties  and  taxes  for  deep  development  wells. 


Oil  investment  within  the  province  has  declined  significantly  since 
1980.  Amongst  major  Saskatchewan  operators,  only  PetroCanada  has 
been  pushing  ahead  with  new  drilling  and  exploration  activities. 

Saskoil's  expansion  has  been  frozen  and  is  not  expected  to  be  a  major 
source  of  revenues  for  the  government.  Although  privately  owned  com- 
panies will  be  granted  a  larger  share  of  oil  and  gas  development  activity 
in  the  province,  the  Crown  Corporation  will  resume  drilling  for  oil 
when  market  forces  are  more  favorable. 

SASKATCHEWAN  AGENCIES 

Saskatcliewn  Mineral  Resources  admiiusters  oil  and  gas  laws 
and  regulations  in  the  province.  The  agency  provides  statistical  data  on 
reserves  and  production  as  well  as  geological  survey  information  for 
prospective  developers.  Resource  revenue  collection  and  energy  con- 
servation programs  are  also  among  the  ministry's  functions. 

Saskatchewan    Oil    and    Gas    Corporation    (Saskoil)    was 

established  in  1973  to  help  implement  the  province's  resource  develop- 
ment policy.  Saskoil  engages  in  exploration  and  development  primarily 
within  Saskatchewan,  but  it  also  operates  a  wholly  owned  subsidiary  in 
Alberta  and  Manitoba.  Saskoil  is  especially  important  in  heavy  oil  pro- 
duction and  associated  enhanced-recovery  techniques,  and  participates 
in  joint  ventures  with  Petro-Canada  and  private  oil  companies  to 
develop  unconventional  sources. 

Saskatchewan  Power  Corporation  is  the  major  distributor  of 
domestically  produced  natural  gas,  providing  about  36  percent  of  the 
province's  total  needs.  SaskPower  is  a  publicly  owned  corporation. 
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Canada's  Energy  Megapr ejects 


1.  Arctic  LNG  and  oil  production  delivery 

2.  Alaskan  Highway  Natural  Gas  Pipeline 

3.  Polar  Gas  Pipeline 

4.  Oils  Sands/Heavy  Oil  Plants 


5.  Heavy  Oil  Upgrading  Plants 

6.  Hydro-electric  Projects 

7.  Quebec-Maritime  Gas  Pipeline 

8.  Coal  Projects 


Source:  Toronto  Globe  and  Mail 
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MINING 
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PERSPECTIVE 


Mining  exemplified  the  frontier  (the  Klondike  gold  rush  of  1896)  and  it 
is  still  a  main  force  in  the  northward  advance  of  population  and 
economic  development  in  Canada.  Canada's  minerals  base  is  vast  and 
diversified.  Fossil  fuels  and  metals  are  the  most  valuable,  but  non- 
metal  minerals  and  structural  materials  are  important  also.  Oil,  natural 
gas  and  coal  are  the  fossil  fuels  but  only  coal  is  treated  in  this  section. 
Among  the  metals,  the  most  important  are  iron  ore,  nickel,  copper, 
zinc,  gold,  silver,  uranium,  lead  and  molybdenum.  Non-metallics  in- 
clude asbestos,  potash,  sulphur  and  salt.  Cement,  sand  and  gravel  and 
stone  head  the  group  of  structural  materials. 

The  following  minerals  are  listed  in  approximate  order  of  their  value  in 
the  Canadian  economy:  copper,  nickel,  zinc,  iron  ore.  These  four  con- 
tribute more  than  half  of  the  non-fuel  mineral  component  of  the 
economy.  During  the  1970s,  on  the  world  level,  Canada  ranked  first  as 
a  producer  of  asbestos,  nickel,  silver,  zinc  and  potash;  second  in  gold 
and  molybdenum;  third  in  alumininum  metal,  gypsum,  platinum  and 
copper;  fourth  in  lead,  and  about  sixth  in  iron  ore. 

The  mining  base  reveals  the  regional  nature  of  Canada,  since  mineral 
values  are  unevenly  distributed.  Some  of  the  provinces  are  much  better 
endowed  than  others.  Ontario  accounts  for  more  than  one-third  of  the 
value  of  Canadian  mineral  production,  followed  by  Quebec  and  British 


Columbia  which  together  account  for  another  third.  Saskatchewan  and 
Alberta  together  produce  only  about  five  percent  of  of  the  non-fuel 
minerals.  British  Columbia  probably  produces  the  greatest  variety  of 
non-fuel  minerals.  Some  cities,  such  as  Sudbury,  Ontario  and  Trail, 
B.C.  are  one-dimensional  towns  built  around  the  area's  mineral  wealth. 

Today  mining  industry  facilities  spread  coast-to-coast  across  Canada: 
60  mineral  commodities,  280  mines,  230  mills,  16  smelters  and  15 
refineries.  In  1980  the  output  in  hardrock  mining  reached  $15  billion; 
$35  billion  is  forecast  for  1990. 

Mining  ranks  first  in  Canada  among  primary  industries  in  both  ag- 
gregate and  net  value  of  output,  accounting  for  one-third  of  Canada's 
total  merchandise  exports.  Canada  ranks  third  in  the  world  among 
diversified  mineral  producers  in  non-fuel  mineral  production  behind 
the  United  States  and  the  Soviet  Union.  Canada  leads  the  world  in 
mineral  exports.  Although  Canadian  mining  is  not  labor-intensive,  it  is 
estimated  that  each  mining  job  results  in  at  least  three  additional 
related  jobs.  Mining  is  the  mainstay  for  the  railway  and  shipping  in- 
dustries, and  it  is  estimated  that  mining  accounts  for  over  eight  percent 
of  all  new  capital  investment  in  such  fields  as  exploration,  expansion 
and  new  plants  (counting  the  ripple  effect). 


Canada's  role  in 
worid  mining 


first*  in: 


C$  million 
1980 


Asbestos    642 

Nephelrne  sytenite  1 6 

Nickel  1.679 

Potash  986 

Zinc  860 

••cond*  in: 

Columbium 15 

Gold  1,020 

Molybdenum  315 

Uranium  638 

•  In  non-Communist  countries 


Source:  Financial  Post 
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POLICY  TRENDS 

Canada  is  by  far  the  world's  leading  exporter  of  refined  zinc  and  zinc 
concentrates.  Most  mines  and  processing  plants  in  Canada  are  large, 
and  they  use  up-to-date,  energy  efficient  technology.  A  major  moder- 
nization and  expansion  program  is  underway  at  the  zinc-lead  facilities 
at  Trail,  British  Columbia. 

There  have  been  few  cutbacks  in  copper  production  despite  weak  de- 
mand and  poor  prices.  Revenues  from  by-product  precious  metals  have 
been  sustaining  many  copper  mines,  and  modest  growth  is  foreseen. 
Major  new  production  in  the  Highland  Valley  area  of  British  Columbia 
could  occur  by  the  mid-1980s.  Japanese  companies  are  looking  for 
facilities  to  make  up  for  the  Berkeley  Pit  closure  in  Montana. 

Canada  is  the  world's  number  two  producer  of  molybdenum,  and  its 
production  capacity  could  increase  by  50  percent  by  1984  when  several 
new  projects  (mostly  in  B.C.)  are  scheduled  to  become  fully  opera- 
tional. A  number  of  promising  ore  deposits  are  already  well  delineated 
and  "on  the  shelf"  in  Canada.  New  discoveries  are  a  reasonable  expec- 
tation, and  mine  development  is  a  bright  prospect  if  only  because  it  has 
been  slow-paced  worldwide  in  recent  years.  However,  in  February 
1982,  due  to  falling  prices,  reduced  demand  and  increased  capacity  by 
producers,  the  last  of  the  three  molybdenum  mines  shut  down. 

There  was  a  lengthy  pause  in  new  mining  developments  in  the  1970s. 
In  1974-75,  a  deep  recession  resulted  in  low  profitability  and  uneven 
tax  revenues.  The  imposition  of  new  royalties  and  tatxes  and  wrangles 
over  resource  revenues  between  federal  and  provincial  governments 
led  to  a  climate  of  uncertainty  and  low  levels  of  investment. 

Total  investment  and  expenditures  turned  around  between  1978  and 
1980.  The  value  of  copper,  lead,  zinc  and  precious  metal  output  more 
than  tripled  in  current  dollars.  The  most  intense  development  has  been 
in  B.C.,  with  projects  totaling  $1  million  in  new  mines,  mine  life  exten- 
sion and  improved  processing  facilities. 

Despite  mining's  many  advantages  for  Canada,  it  is  still  a  risky 
business,  and  estimates  of  future  revenues  are  tied  to  forecasts  of  future 
world  prices,  which  are  determined  in  international  markets.  While 
mining  activities  have  played  a  major  part  in  Western  Canada's  eco- 
nomic development,  the  industry  remains  highly  vulnerable  to  reduced 
demand  (owing  to  recession)  and  to  lower-priced  raw  materials  from 
Third  World  countries  entering  the  international  market. 

Canada  has  experienced  strong  but  not  always  steady  post-war  growth 
in  the  mineral  production  system.  The  cyclical  nature  of  the  mineral 
economy  resulting  from  fluctuating  world  prices  has  been  of  chronic 


concern  to  policy  makers.  Canada  has  not  yet  developed  a  comprehen- 
sive minerals  policy  to  the  satisfaction  of  all  parties  concerned.  Pro- 
posed objectives  include: 

•  promoting  conservation,  avoiding  depletion  and  insuring  an  ade- 
quate supply  of  minerals  to  meet  strategic  and  other  national  needs; 

•  promoting  regional  economic  development  and  stabilization 
through  product  diversification; 

•  guaranteeing  Canadian  self-determination  in  the  rate  and  scope  of 
mineral  exploitation; 

•  improving  mineral  production  in  harmony  with  multiple  use 
resource  objectives  and  environmental  protection; 

•  promoting  greater  Canadian  upgrading,  processing  and  conversion 
of  minerals  prior  to  export; 

•  promoting  a  positive  balance  of  payments  for  Canada  through 
greater  mineral  exports; 

•  contributing  to  orderly  world  mineral  development  and  marketing 
to  promote  stability,  and 

•  raising  government  revenue  in  support  of  social  objectives  or  using 
government  spending  to  stimulate  minimal  production  in  Canadian 
regions. 


Coal 

Coal  is  a  special  case  because  it  is  a  fossil  fuel  that  is  extracted  using 
mining  techniques.  Canada  possesses  both  metallurgical  grade  and 
thermal  grade  coal.  Coal  was  an  important  commodity  first  in  Nova 
Scotia.  Today,  it  is  important  to  all  three  of  the  Western  provinces.  Ex- 
ported coal  earned  more  than  $1  billion  for  Canada  in  1981. 

Forecasts  indicate  that  during  the  1980s  the  Canadian  Coal  Industry 
will  experience  record  growth  in  both  domestic  and  export  sales.  A 
federal  study  contends  that  while  coal  provides  only  about  nine  percent 
of  Canada's  primary  domestic  energy  supply,  its  share  could  grow  to  a 
minimum  of  12  percent  by  2000,  and  possibly  as  high  as  18  percent  if 
new  coal  utilization  and  conversion  technologies  are  employed.  Exports 
are  expected  to  increase  by  about  10-15  percent,  or  by  more  than  18 
million  tons  annually,  while  imports  are  projected  to  be  less  than  16.5 
miUion  tons.  This  would  translate  into  between  a  three-fold  and  five- 
fold increase  in  coal  production  by  the  end  of  the  century. 

Vast  coal  developments  in  northeastern  British  Columbia  are  the  coun- 
try's brightest  prospect.  Initial  agreements  with  Japanese  customers 
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call  for  shipments  of  6.7  million  metric  tons  of  metallurgical  coal  and 
one  million  metric  tons  of  thermal  coal  per  year  for  15  years,  starting  in 
1985;  the  coal  is  valued  at  $8.6  billion. 

Coal  is  still  considered  a  "bridging"  fuel  to  energy  sources  of  the 
future,  although  long-term  prospects  for  coal  are  good  and  the  predic- 
tion of  hugely  expanded  coal  consumption  is  still  vaUd.  Despite  these 
prospects,  three  of  the  four  biggest  coal  producers  have  either  shut 
down  or  plan  to  do  so  in  the  near  future  as  a  result  of  the  worldwide 
recession. 

Declining  industrial  production  has  created  a  worldwide  slump  in  de- 
mand for  thermal  coal,  used  primarily  for  electrical  generation  and  ce- 
ment production.  Although  slower  to  feel  the  effects  of  the  recession, 
world  steel  production  has  now  been  sharply  curtailed,  causing  a 
sharper  decline  in  demand  for  metallurgical  coal  than  that  for  thermal. 
Energy  conservation  measures  have  been  more  successful  than  ex- 
pected, causing  utilities  to  delay  new  coal-fired  electrical  generating 
stations.  Slumping  world  oil  prices  have  lessened  coal's  price  advantage 
as  an  energy  source,  although  industry  sources  contend  that  thermal- 
coal  prices  have  fallen  sharply  enough  in  recent  months  to  compensate. 
Poland,  which  largely  dropped  out  of  world  coal  markets  during 
1980-81,  has  come  back  with  a  vengeance,  selling  coal  at  low  prices  in  a 
quest  for  dollars  that  is  wreaking  havoc  on  European  markets. 

According  to  a  study  done  in  October  1981  by  the  Canada  West  Foun- 
dation on  the  impact  of  coal  development  in  the  Western  provinces  dur- 
ing the  next  20  years,  the  outlook  is  good.  The  West  has  more  than  20 
billion  tons  of  recoverable  coal,  representing  more  than  150  years  of 
production  even  at  five  times  the  current  level  of  development.  Among 
the  study's  findings  are  the  following: 

•  Direct  employment  in  western  coal  production  is  expected  to  in- 
crease from  7,000  people  to  between  16,000  and  23,000  by  the  year 
2000,  and  2.5  times  as  many  will  be  employed  in  all  parts  of  Canada 
on  other  jobs  resulting  from  coal  mine  operations. 

•  Direct  capital  investment  of  between  $6  billion  and  $7  billion  will 
be  required  for  construction  and  development  of  mines  and 
preparation  plants.  Additional  townsite  construction  will  require 
about  $2  billion,  while  railway  and  port  construction  to  handle  the 
increased  traffic  may  cost  another  $1  billion. 

•  Total  coal  production  in  Western  Canada  is  expected  to  triple  in  the 
next  decade  and  may  reach  annual  production  levels  of  more  than 
150  million  tons  by  2000. 

•  Exports  are  expected  to  increase  to  about  36  million  tons  a  year  by 
1990,  and  to  56  million  by  2000.  Offshore  sales  of  coking  coal  are 


expected  to  grow  at  an  annual  rate  of  5.5  percent,  while  thermal 
coal  sales  may  rise  from  their  current  level  of  just  over  one  million 
tons  annually  to  20  million  by  the  end  of  the  century. 

•  At  least  one  coal-to-liquid  conversion  plant  probably  will  be  built 
during  the  next  20  years,  with  an  estimated  capital  expenditure  of 
from  $4  billion  to  S5  billion  for  a  Syncrude-size  operation. 
Estimates  of  unit  costs  for  fuel  produced  in  the  plant  range  from 
$25  to  $35  a  barrel,  depending  on  the  process  and  the  mix  of  pro- 
ducts. 

The  federal  government  is  prepared  to  assume  a  large  proportion  of  the 
technical  risk  in  developing  technologies  to  the  point  of  commercial  use 
(e.g.,  fluidized-bed  combustion  and  coal-in-oil  combustion). 

KEY  AGENCIES 

Department  of  Energy,  Mines  and  Resources  (EMR) 

The  federal  government  has  taken  a  major  responsibility  for  policy  for- 
mulation and  research  in  the  fields  of  energy  and  mineral  resources, 
despite  the  fact  that  the  provinces  are  the  owners  of  the  natural 
resources  within  their  borders.  Energy,  Mines  and  Resources  is  con- 
cerned also  with  resources  in  the  "Canada  Lands,"  which  lie  in  the 
northern  territories,  the  Arctic  and  offshore. 

Associated  with  these  activities  are  surveys  and  mapping,  remote  sens- 
ing of  Canadian  lands  and  waters  from  aircraft  and  satellites  and  efforts 
to  safeguard  the  environment  and  the  health  and  safety  of  Canadians  in 
mining  and  related  work. 

The  energy  policy  sector  is  concerned  with  studies,  analyses  and  policy 
recommendations  regarding  the  full  range  of  energy  resources.  The 
mineral  policy  sector  is  concerned  with  coal  and  hardrock  minerals. 
The  science  and  technology  sector  is  primarily  concerned  with  scien- 
tific and  technical  research  and  surveys  and  mapping. 

The  Department  of  Energy,  Mines  and  Resources  also  researches  into 
methods  of  extracting  and  processing  minerals  and  fuels:  conducts 
fuels  research  and  metal  research;  constructs  geological  survey  maps 
and  topography  maps;  does  geophysical  work;  and  controls  manufac- 
ture, sales,  storage  and  transport  of  explosives.  It  also  includes  a  policy- 
making group  that  appraises  trends  in  oil  and  gas  exploration  and  pro- 
duction. 

All  Crown  mineral  lands  within  provincial  boundaries  (excepting  In- 
dian reserves.  National  Parks  and  other  federal  lands)  are  administered 
by  the  provincial  government.  Mining  rights  must  be  obtained 
separately  by  lease  or  grant  from  provincial  authorities.  Provinces  have 
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authority  over  industrial  and  resource  development,  along  with  provin- 
cial transportation  and  environmental  concerns.  This  authority  is 
tempered  to  the  extent  that  the  federal  government  has  jurisdiction 
over  international  trade  and  cross-boundary  environmental  concerns. 


ALBERTA  PERSPECTIVE 

Apart  from  fossil  fuels  production,  Alberta  does  not  have  a  major  min- 
ing sector.  Several  non-metallic  industrial  minerals  such  as  limestone 
and  cement  are  produced  for  domestic  consumption,  but  there  is  little 
long-distance  marketing  potential  for  low-value  bulk  commodities. 
Some  sulfur  |a  by-product  of  natural  gas  production)  is  exported,  with 
1981  sales  amounting  to  about  $640  million. 

Coal  mining  is  a  major  activity  in  Alberta.  The  province  has  about  five 
percent  of  the  world's  known  coal  reserves  and  50  percent  of  Canada's 
deposits.  Current  annual  production  averages  about  18  million  tons. 
Most  Alberta  coal  is  surface  mined  and  is  used  for  electrical  power 
generation  within  the  province,  although  some  bituminous  coal  is  ex- 
ported to  Japan  for  coking.  The  larger  coal  fields  are  concentrated  in 
southwest  and  south-central  Alberta. 

POLICY  TRENDS 

To  provide  for  the  province's  future  electricity  needs,  the  Alberta 
government  has  decided  to  emphasize  thermal  coal  generation  over 
large-scale  hydroelectric  projects.  Despite  this  stated  priority,  a  large 
dam  and  hydro  facility  is  being  considered  on  the  Slave  River  in  north- 
ern Alberta,  its  presumed  major  purpose  to  supply  surplus  electricity  to 
Canada  and  the  United  States.  According  to  industry  projections,  coal 
will  supply  one-half  to  two-thirds  of  the  additional  electrical  energy 
needed  worldwide  and  in  Canada  the  next  twenty  years. 

Two  underground  coal  mines  (each  to  produce  about  one  million  tons 
per  year)  are  being  planned  for  separate  sites  near  Lethbridge  in 
southern  Alberta.  When  developed,  the  mines'  production  will  be 
shipped  to  Japan.  But  transportation  will  have  to  be  improved  to  meet 
projected  overseas  and  domestic  demand.  The  coal  industry  is  thus  urg- 


ing the  federal  government  to  bring  rail  rates  for  grain  into  line  with 
other  bulk  commodities  (see  discussion  of  Crow  Rate  in  Transportation 
section).  In  1981,  the  Alberta  government  awarded  a  contract  to  study 
the  feasibility  of  using  a  slurry  pipeline  to  move  thermal  coal  from 
Alberta  to  a  west  coast  port. 

ALBERTA  AGENCIES 


Alberta  Energy  and  Natural  Resources  Department  establishes 
government  pohcy  on  coal  development  and  provides  policy  guidelines 
and  related  information  to  industry;  it  also  administers  a  four-step 
screening  and  evaluation  process  for  new  coal  development. 

Alberta  Energy  Resources  Conservation  Board  (ECRB).   Its 

coal  department  is  responsible  for  appraisal,  conservation  and  efficient 
development  of  Alberta's  coal  resources  as  well  as  for  determining  the 
environmental  impacts  of  coal  mining.  The  engineering  section  ex- 
amines and  processes  applications  for  permits  and  licenses  for  new  or 
expanded  mines  and  applications  for  coal  processing  plants. 

Coal  Mining  Research  Centre  conducts  research  on  in-situ  gasific 
studies  liquefaction  and  pyrolysis  techniques. 


B.C.  PERSPECTIVE 

Much  like  Montana's,  the  political  evolution  of  B.C.  has  been  closely 
tied  to  its  mining  past.  The  gold  rush  of  the  mid- 1800s  precipitated  the 
early  entry  of  British  Columbia  into  Canada  as  a  province.  Coal  was 
used  as  steamer  fuel  in  the  early  years.  Subsequently,  B.C.  developed  a 
number  of  mining  activities  with  open  pit  mining  of  copper,  iron  and 
metallurgical  coal  dominating  the  industry  in  the  past.  Copper  and 
molybdenum  are  the  most  important  metals  in  production  today,  while 
asbestos  is  the  major  industrial  mineral.  Mining  becomes  an  increasing- 
ly important  local  economic  activity  as  one  moves  east  and  north  from 
the  metropohtan  centre  of  Vancouver.  Mining  occurs  throughout  much 
of  the  province,  although  the  southeast  region  (adjacent  to  Montana)  is 
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the  most  heavily  dependent  on  mining  for  jobs  and  incomes;  silver,  zinc 
and  lead  are  mined  in  the  Kootenay. 

B.C.  has  vast  reserves  of  coal.  The  province  contains  60  percent  of 
Canada's  metallurgical  coal  and  10  percent  of  the  country's  thermal 
coal.  Reserves  are  concentrated  in  two  areas:  the  northeast  bloc  in  the 
Peace  River  district  is  the  site  of  major  new  investment  and  coal  mine 
expansion;  the  southeast  bloc  is  where  most  of  the  province's  metallur- 
gical coal  is  located,  and  where  mine  development  poses  an  environ- 
mental threat  to  Flathead  Lake  and  Glacier  National  Park  in  Montana. 
Nearly  all  of  the  coal  mined  in  British  Columbia  is  destined  for  export, 
as  coal  supplies  only  about  1  percent  of  the  province's  energy  needs. 
Japan  and  other  Pacific  Rim  countries  are  major  markets  for  metallur- 
gical coal.  In  1981,  the  estimated  value  of  coal  production  in  B.C.  was 
S550  million. 

POLICY  TRENDS 

The  provincial  economy  is  heavily  dependent  on  natural  resource 
development.  With  joblessness  and  other  symptoms  of  economic 
stagnation  on  the  rise,  coal  mining  is  seen  as  a  major  avenue  for 
recovery,  primarily  by  way  of  an  aggressive  coal  export  policy  toward 
Pacific  Rim  countries. 

The  southeast  coal  bloc  is  important  for  its  metallurgical  grade 
reserves.  Producers  in  this  area  will  benefit  from  expanded  port  ter- 
minal capacity  near  Vancouver,  which  will  enable  companies  to  ship  20 
million  tons  per  year  abroad.  Planned  double-tracking  for  the  western 
leg  of  the  Canadian  Pacific  railway  will  also  help  ship  more  coal  to  the 
coast. 

Coal  development  is  intertwined  with  the  provincial  government's  goal 
of  promoting  regional  development,  especially  in  the  northeast.  North- 
east coal  development  has  surfaced  as  the  most  salient  and,  potentially, 
most  volatile  issue  in  contemporary  B.C.  politics.  B.C.  has  a  commit- 
ment to  the  delivery  of  coal  from  the  Peace  River.  It  is  a  symbolic,  high 
risk  venture.  Major  infrastructural  development  is  necessary  to 
develop  the  resource;  the  total  cost  is  estimated  at  more  than  $3  billion. 
Opening  up  the  coal  fields  necessitates  the  construction  of  an  expensive 
and  elaborate  system  of  roads,  communities,  rail  facilities  and  ports. 
These  in  turn  are  seen  as  the  key  to  diversifying  the  development  of  the 
interior,  including  forest  products,  mining  and  oil  and  gas  exploration. 
The  next  step  would  be  the  expansion  of  smelting  and  refining  feed- 
stock facilities  for  the  world's  metallurgical  industry  and  manu- 
facturing and  assembly  plants  for  Pacific  Rim  markets.  The  linch  pin  is 
the  coal  fields,  however,  and  their  development  is  constrainted  by 
time. 


The  federal  government  is  involved  in  this  project  by  virtue  of  its 
capacity  for  regional  development,  where  it  is  concerned  with  infra- 
structure development  with  regard  to  rail  transport,  community  ser- 
vices, port  facilities  and  related  functions.  Both  governments  and  the 
companies  involved  have  undertaken  complex  negotiations  on  rates 
and  coal  surcharges  to  cover  the  costs  of  the  infrastructure  develop- 
ment. Disagreement  remains  over  whether  or  not  the  coal  project  will 
pay  its  own  way  and,  if  not,  who  will  be  left  with  the  tab. 

B.C.  export  strategy  is  vulnerable  to  a  continuing  worldwide  recession. 
Foreign  demand  for  coal  may  be  severely  curtailed  by  balance  of 
payments  and  foreign  exchange  difficulties  in  Pacific  Rim  countries. 
The  program  is  also  politically  vulnerable,  although  the  provincial  elec- 
tions in  May  resulted  in  the  re-election  of  the  Social  Credit  government. 
It  is  important  to  note  that  even  a  "free-enterprise-oriented  "  govern- 
ment, such  as  the  Socred  Party  in  B.C.,  takes  a  highly  activist  role  in  the 
mining  sector,  particularly  in  the  financing  of  infrastructural  develop- 
ment. 

The  province's  copper  and  molybdenum  mining  operations  have  also 
been  hurt  by  price  declines  and  lower  demand  due  to  the  global  reces- 
sion. Several  mines  have  been  shut  down;  others  are  being  kept  open 
despite  operating  losses.  New  sources  of  copper  in  Third  World  coun- 
tries also  keep  prices  down,  and  a  slowdown  in  urban  construction 
projects  (requiring  hardened  steel]  have  dampened  demand  for  molyb- 
denum. The  B.C.  government  is  especially  concerned  with  these  trends 
because  of  the  substantial  job  losses  involved. 


B.C.  AGENCIES 

The  Ministry  of  Energy,  Mines  and  Petroleum  Resources 

formulates  general  coal  and  minerals  development  policy,  publishes 
development  guidelines  and  issues  various  types  of  coal  property 
tenures  and  leases. 

Office  of  the  British  Columbia  Coal  Coordinator  serves  as 
liaison  between  industry  and  provincial  government. 

Ministry  of  the  Environment  administers  the  environmental 
review  process  (prior  to  actual  mine  development). 

Ministry  of  Industry  and  Small  Business  Development 

establishes  economic  development  and  coal  marketing  policies. 
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SASKATCHEWAN  PERSPECTIVE 

Although  Saskatchewan  is  usually  considered  an  agricultural  province, 
it  contains  major  mineral  deposits  of  national  and  international  impor- 
tance. Potash,  uranium  and  coal  provide  the  bulk  of  Saskatchewan's 
mineral  production  earnings. 

•  Potash.  Saskatchewan  has  40  percent  of  the  world's  reserves  and  is  a 
major  producer  for  midwest  farming  states  in  the  U.S.  At  present  pro- 
duction rates,  there  will  be  an  ample  supply  for  the  next  several  thou- 
sand years. 

•  Uranium.  The  province  has  20  percent  of  known  deposits  in  the  non- 
communist  world.  Uranium  mining  operations  (mostly  in  the  northern 
region]  have  been  under  way  for  30  years.  Rich  ore  deposits  and  open 
pit  mining  techniques  make  uranium  mining  quite  profitable. 

•  Coal.  There  are  six  lignite  strip  mines  in  the  southern  portion  of  the 
province  that  supply  70  percent  of  Saskatchewan's  electrical  power. 

•  Other  minerals  in  production  include  sodium  sulfate  (Saskatchewan 
is  the  world's  third  largest  producer)  and  potassium  sulfate,  both  of 
which  are  used  in  fertilizer  production. 

POLICY  TRENDS 

Saskatchewan's  world-class  deposits  of  relatively  scarce  raw  materials 
(especially  potash,  uranium  and  sodium  sulfate)  are  viewed  as  signifi- 
cant contributors  to  the  diversification  of  the  provincial  economy. 

Plans  for  achieving  the  broad  goal  of  diversifying  from  a  heavy  reliance 
on  wheat  and  other  grains  have  changed  rather  drastically  in  the  past 
year.  Since  the  end  of  World  War  II,  provincial  governments  have  been 
for  the  most  part  quasi-socialist  in  nature,  becoming  deeply  in- 
volved—and highly  invested— in  the  mining  industry  in  order  to  en- 
courage and  direct  the  sector's  growth.  Crown  Corporations  have  long 
been  a  popular  instrument  of  government  policy  in  this  area. 

With  the  election  of  the  Progressive  Conservatives  under  Grant  Devine 
in  May  1982,  major  changes  began  to  take  shape.  The  new  government 
promised  to  allow  for  a  much  more  important  role  for  private  industry 
in  the  mining  sector,  suggesting  that  certain  Crown  Corporations  (or 
their  assets)  would  be  sold  off  to  private  bidders.  More  precise  policies 
regarding  mining  had  not  been  implemented  by  the  end  of  1982. 


The  mining  industry  is  extremely  vulnerable  to  downturns  in  interna- 
tional economic  conditions.  Potash  production  fell  20  percent  during 
the  past  year,  resulting  in  layoffs  and  mine  shutdowns.  The  decline  in 
nuclear  powerplant  construction  in  North  America  has  curtailed 
uranium  mining  activity  somewhat  (one  mine  was  closed  in  1981),  but 
Canada's  nuclear  industry  and  uraniuim  exports  remain  relatively 
vigorous. 

SASKATCHEWAN  AGENCIES 

Department  of  Mineral  Resources  formulates  mining  develop- 
ment policies,  collects  mineral-based  revenues  and  collects  and 
publishes  geological  data. 

Potash  Corporation  of  Saskatchewan  (PCS).  This  Crown  Cor- 
poration is  the  world's  largest  producer  of  potash.  It  has  been  a  major 
participant  in  the  industry  since  1975,  when  the  provincial  government 
set  out  to  buy  50  percent  of  the  then  privately  controlled  potash  mining 
industry  and  use  public  ownership  as  a  catalyst  to  spur  further  growth. 
The  Crown  Corporation  operates  four  mines  and  exercises  joint  owner- 
ship rights  in  another.  It  markets  potash  in  Canada  and  the  United 
States  (shipping  via  unit  trains),  as  well  as  overseas,  and  operates  five 
large  potash  warehouses  in  the  U.S.  Midwest. 

Saskatchewan  Mining  Development  Corporation  (SMDC). 

This  Crown  Corporation  promotes  exploration  and  development  of 
mineral  resources  (excepting  potash  and  sodium  sulfate)  on  its  own  and 
in  participation  with  the  private  sector.  It  is  active  in  uranium  mining 
in  the  northern  region. 

Saskatchewan  Minerals,  a  Crown  Corporation,  was  established  in 
1946  to  develop  extensive  sodium  sulfate  deposits.  It  is  now  the  fourth 
largest  producer  in  the  world.  It  is  a  vertically  integrated  company  com- 
bining manufacturing  with  marketing  and  sales  (e.g.,  it  builds  and 
markets  a  solar  heat  storage  tray  developed  by  the  corporation). 

Saskatchewan  Power.  Another  Crown  Corporation,  it  is  the  major 
electrical  utility  in  the  province.  It  operates  the  power  plants  near  Cor- 
onach on  the  Poplar  River  near  the  Montana  border. 

BILATERAL  ISSUES 

Mining  exemplifies  the  continental  nature  of  the  Canadian  economy. 
U.S.  multinational  firms  have  been  prominent  in  this  century's 
development  of  the  Canadian  mining  industry,  providing  a  massive 
capital  inflow.  Next  to  the  oil  and  gas  sector,  mining  is  the  industry  sub- 
jected to  greatest  American  investment,  and  to  the  control  that  accom- 
panies ownership.  The  mining  industry  also  symboUzes  the  flow  of  raw 
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materials  from  Canada  in  exchange  for  finished  products.  Exports  of 
raw  minerals  increased  during  the  last  decade  and  Canadian  smelting 
and  refining  has  dropped  to  only  about  50  percent  of  Canada's  produc- 
tion. This  is  a  symbol  of  economic  nationalism,  although  there  is  no 
mining  counterpart  of  the   'Canadianization"  of  the  oil  industry. 

Canada  exports  nearly  two-thirds  of  its  mineral  production,  much  of  it 
to  the  U.S.  For  the  following  minerals,  from  75  percent  to  20  percent  of 
Canadian  production  on  the  average  is  exported  to  the  U.S.:  silver,  gyp- 
sum, potash,  nickel,  asbestos,  iron  ore,  zinc,  lead,  sulfur  and  copper. 
From  the  U.S.  point  of  view,  almost  all  of  the  asbestos  it  consumes  is 
imported  from  Canada,  and  more  than  half  the  nickel,  potash  and 
silver.  This  arrangement  creates  a  mutual  dependence:  Canada's 
economy  has  become  dependent  on  the  terms  of  trade  set  by  the  U.S., 
but  the  U.S.  relies  on  Canada  in  a  strategic  and  security  sense. 

Canada's  reliability  as  a  source  of  strategic  minerals  is  considered 
suspect  by  some  defense  and  resource  consultants  close  to  the  Reagan 
administration.  They  claim  that  Trudeau  and  company  are  bent  on 
socialistic  control  of  the  mining  industry  (cum  NEP),  and  that  eventual- 
ly they  will  support  Third  World  interests  against  U.S.  interests.  CDC 
acquisition  of  Canadian  assets  of  Texasgulf  (owned  by  Elf  Aquitune  of 
France)  is  cited  as  an  example  of  an  attempt  to  federalize  the  non-fuel 
minerals  industry.  Constitutional  proposals  have  been  made  to  limit 
the  provincial  role  in  mining. 

Uranium  exports  to  the  U.S.  are  worth  about  $100  million  annually. 
The  U.S.  is  Canada's  second  largest  customer,  after  Japan.  An 
American  legislative  proposal  to  hmit  imports  to  37.5  percent  of  U.S. 
demand  was  defeated  in  the  House  of  Representatives  in  December 
1982.  Current  law  restricts  imports  to  40  percent  of  demand,  but  the 
law  is  due  to  expire  in  1984.  Senator  Peter  Domenici  of  New  Mexico 
has  argued  that  the  health  of  the  U.S.  uranium  industry  is  a  matter  of 
national  security:  Canada  contends  that  the  restriction  would  violate 
GATT  rules.  The  Reagan  administration  has  opposed  the  bill  as  being 
protectionist.  The  last  time  U.S.  curbed  imports,  prices  tumbled, 
leading  to  a  1972  cartel. 

The  environmental  effects  of  expanded  coal  use— increased  emissions 
and  acid  rain— present  serious  problems  for  both  governments.  The 
Canadian  government  has  made  urgent  appeals  to  the  U.S.  to  cut  back 
coal  use  in  the  Midwest,  or  to  install  new  antipollution  technology.  The 
U.S.  has  accused  Canada  of  being  insincere,  pointing  to  Ontario's  ef- 
forts to  export  coal-generated  electricity  to  U.S.  markets. 
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strong  pressures  on  Canada  to  export  a  portion  of  its  current  surplus, 
and,  thus  lead  to  nationalistic  resistance  among  Canadians. 


■ip 


PERSPECTIVE 


Water 


Canada  drains  ten  percent  of  the  world's  fresh  water  into  three  oceans: 
the  Atlantic,  the  Pacific  and  the  Arctic.  Water  is  abundant,  but  the  lakes 
and  rivers  are  not  located  for  maximum  economic  advantage.  Sixty  per- 
cent of  this  water  flows  north  into  the  Arctic  Ocean,  while  90  percent  of 
Canada's  population  and  industrial  activity  lies  within  a  hundred  miles 
of  the  U.S.  border.  Demand  for  fresh  water  in  the  southern  portion  of 
the  country  continues  to  grow  for  a  variety  of  uses,  including  energy 
development,  irrigation,  residential  consumption  and  industrial  pro- 
cesses. 

While  environmental  concerns  such  as  acid  rain  and  toxic  waste  are 
commanding  increasing  attention  in  Canada,  the  broader  water 
management  issue,  with  far-reaching  economic  and  environmental 
aspects,  remains  for  the  most  part  buried  in  the  myth  of  superabun- 
dance. Without  adequate  planning  and  water  resource  development, 
Canada  could  experience  serious  regional  shortages  within  the  decade. 
Massive  interbasin  transfer  projects  threaten  to  become  contentious 
issues.  Strained  water  supplies  in  the  United  States  could  result  in 


POLICY  TRENDS 

Canada  seeks  to  be  a  net  exporter  of  energy  in  various  forms,  all  of 
which  are  water-intensive.  A  single  600-megawatt  CANDU  nuclear 
power  station  (the  smallest  in  use)  withdraws  as  much  water  as  all 
municipalities  in  Western  Canada.  The  Syncrude  oil-sands  plant  re- 
quires 86  million  liters  of  water  per  day  for  processing.  The  Cold  Lake 
heavy  oil  project  would  demand  180  mid.  The  Canadian  government 
estimates  that  it  will  take  ten  oil-sands  surface  mines  and  two  full-scale 
heavy-oil  production  plants  to  reach  the  NEP  goal  of  energy  self- 
sufficiency  by  the  year  2000.  Further  use  of  coal  to  replace  oil  in  order 
to  bring  about  energy  self-sufficiency  will  undoubtedly  increase  the 
strain  on  water  supplies.  Energy-related  demand  for  water  occurs 
where  water  is  already  in  short  supply  (the  West),  or  where  water 
quality  is  already  threatened  (Ontario). 

Canada  will  continue  to  face  problems  of  water  quality  and  increasing- 
ly need  to  address  issues  of  water  scarcity.  Although  there  are  impor- 
tant exceptions,  water  quality  issues  are  most  important  in  the  East  and 
water  shortage  problems  are  most  important  in  the  West.  Of  course,  the 
two  sets  of  issues  are  connected  because  pollution  limits  water 
availability.  When  fresh  water  is  contaminated  by  toxic  waste,  as  in  the 
Great  Lakes,  or  by  acid  rain,  as  in  much  of  Eastern  Canada,  there  is  less 
available  for  agriculture,  municipalities  and  even  nonconsumptive 
recreation. 

Water  pollution  problems  exist  in  Western  Canada:  about  250,000  tons 
of  hazardous  waste  materials  are  produced  annually,  including  PCBs, 
oils,  acids,  alkalies,  and  metal-bearing  sludges.  Toxic  herbicides  have 
been  disposed  in  a  well  in  Saskatoon.  Landfills  pose  a  major  threat  to 
groundwater.  A  clean-up  of  18  landfill  sites  in  Alberta  yielded  about 
1 ,000  pesticide  containers;  at  six  sites,  there  is  serious  risk  of  water  con- 
tamination. Lindaine-treated  seeds  are  routinely  dumped  in  small  land- 
fills throughout  the  Prairies. 

Regional  water  shortages  are  emerging  in  Canada,  some  of  which  could 
reach  crisis  levels  within  the  next  decade.  The  Prairies,  southern  On- 
tario and  the  British  Columbia  interior-all  major  agricultural 
centers— are  already  considered  to  have  water  scarcities  by  some  Cana- 
dian water  experts.  In  the  following  basins,  current  and  anticipated  de- 
mand for  water  exceeds  or  is  within  20  percent  of  available  monthly 
flow:  Okanagan  (Southern  B.C.):  Milk  (Southern  Alberta):  South  Saskat- 
chewan; North  Saskatchewan;  Red-Assiniboine  (Southern  Manitoba); 
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Southern  Ontario.  In  the  Milk  River  Basin  in  Alberta,  there  is  insuffi- 
cient water  even  in  a  normal  year.  Water-use  restrictions  have  already 
been  imposed  and  further  economic  expansion  has  been  impaired. 

A  water  crisis  is  emerging,  and  a  good  part  of  the  reason  is  the  delivery 
infrastructure  and  Canadian  utilization  of  water  as  a  free  good,  often 
used  inefficiently  |much  like  the  U.S.  does).  Water  policy  critics  argue 
for  a  broader  perspective  on  the  role  of  water  management  in  human 
affairs:  the  need  to  expand  options  in  planning  and  policy  making,  and 
the  paramount  need  to  recognize  water  as  an  economic  good.  Likewise, 
they  say,  there  should  be  greater  public  input  in  decision  making  and 
acceptance  of  environmental  protection  as  a  major  goal  of  public 
policy. 

Proposed  conservation  measures  include  reusing  irrigation  water  and 
switching  in  arid  regions  to  crops  that  use  less  water,  the  improvement 
of  municipal  systems,  and  changing  North  American  eating  habits 
(much  Canadian  irrigation  is  used  for  alfalfa— a  feed  crop  for  cattle). 
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KEY  AGENCIES 

Water-related  issues  permeate  a  myriad  of  federal,  provincial  and 
municipal  bodies.  At  the  federal  level  alone  water  planning  may  in- 
volve as  many  as  eight  major  ministries  and  departments,  including  the 
departments  of  Regional  Industrial  Expansion,  Environment,  Transport 
Canada  and  External  Affairs.  Provincial  authorities  have  primary 
jurisdiction  over  water  resources,  but  the  federal  government  has  con- 
stitutional power  to  regulate  interprovincial  and  international  transfers 
of  resources.  Development  projects  for  energy  production,  irrigation, 
recreation  and  flood  control  will  continue  to  cause  controversy  among 
layers  of  government  and  among  groups  disagreeing  on  issues  of 
growth. 

Environmental  Conservation  Service  of  Environment 
Canada 

This  agency  resolves  interjurisdictional  water  disputes,  studies  inter- 
jurisdictional water  resource  opportunities  in  accordance  with  national 
interests,  and  publishes  data  on  Canada's  inland  waters.  It  encourages 
multi-purpose  water  resource  management  through  influencing  supply 
and  demand;  develops  and  implements  water  use  plans  for  those  inland 
waters  under  federal  jurisdiction:  and  cooperates  with  the  provinces 
and  territories  to  reduce  the  impact  of  unusual  conditions  such  as 
floods  and  droughts. 

It  further  undertakes  research  to  facilitate  better  water  management: 
investigates  river  basins,  water  policy  development,  acid  rain  and  toxic 
chemicals  issues,  and  new  technologies  for  supplying  and  utilizing 
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water.  Finally,  it  is  charged  to  develop  and  implement  a  federal  water 
strategy  to  deal  with  water  quantify  and  water  quality  issues  in  an  in- 
tegrated manner. 

Energy,  Mines  and  Resources  is  the  principal  component  of  the 
federal  government  responsible  for  policy  formulation  and  research  in 
the  fields  of  energy  and  mineral  resources.  Functions  include  surveys, 
mapping  and  remote  sensing  of  Canadian  lands  and  water  from  aircraft 
and  satellites. 

BILATERAL  ISSUES 

With  ten  times  the  population  and  industry  of  Canada,  the  U.S.  has 
barely  half  its  water  resources,  many  of  which  are  located  far  from 
where  the  greatest  current  and  projected  needs  exist:  42  percent  of  the 
U.S.  wafer  supply  is  in  Alaska.  The  American  West  is  an  oasis  civiliza- 
tion in  which  one  of  five  people  that  gets  water  depends  entirely  upon 
irrigation.  Sources  are  drying  up;  the  midwest  Ogallala  Aquifer  is  being 
mined  at  twice  its  replenishment  rate,  the  Colorado  River  is  becoming 
increasingly  saline,  and  California  will  have  to  surrender  its  intake  to 
Arizona  in  1985.  Further  growth  and  development  in  the  American 
Sunbelt  region  is  likely  to  require  a  radical  solution  to  what  is  sure  to 
become  a  critical  problem. 

The  United  States  water  crisis  is  projected  to  reach  dramatic  propor- 
tions by  the  turn  of  the  century.  Since  the  early  1960s,  two  megaproj- 
ects  have  been  proposed  to  solve  North  America's  water  problems:  the 
North  American  Water  and  Power  Alliance  (NAWAPA)  scheme  jthe 
brainchild  of  the  late  Ralph  Parsons],  and  the  "Grand  Canal,"  a  made- 
in-Canada  proposal. 

NAWAPA  would  pull  two  north-flowing  Alaskan  rivers,  the  Yukon  and 
Tanana,  south  to  the  western  United  States— with  a  courtesy  diversion 
to  the  Canadian  Prairies  along  the  way.  The  key  reservoir  (800  Km  long 
and  16  Km  wide)  would  occupy  an  area  of  the  Rocky  Mountain  Trench 
in  British  Columbia.  The  NAWAPA  diversion  idea  has  been  revived 
since  Reagan's  election. 

Proponents  argue  that  NAWAPA  would  boost  U.S.  agricultural  and  in- 
dustrial production  by  $40  billion  per  year  and  that  even  water-logged 
British  Columbia  would  benefit  from  slightly  higher  temperatures  and 
the  stimulus  to  settlement  that  the  enormous  reservoir  would  provide. 

The  Grand  Canal  plan  calls  for  "recycling"  the  eastern  rivers  that  emp- 
ty 11, 350  cubic  meters  of  wafer  per  second  info  James  Bay.  A  145  Km 
dike  across  the  entrance  to  Hudson  Bay  would  turn  James  Bay  info  a 
huge  freshwater  lake,  preventing  the  flow  of  river  water  to  the  sea.  A 
huge  canal  would  then  transport  the  James  Bay  water  to  the  Great 


Lakes,  for  release  to  the  Prairies,  the  United  States  and  even  Mexico,  as 
needed.  Canada  would  be  the  greatest  beneficiary  of  this  plan  because 
it  would  sell  the  water.  Either  project,  NAWAPA  and  the  Grand  Canal, 
would  require  20  or  30  years  to  complete.  NAWAPA  has  a  $200  billion 
price  fag. 

Canada  may  find  itself  hard-pressed  to  serve  as  America's  foremost 
supplier  of  water.  Some  precedents  already  exist  in  small  transfers 
from  Lake  Michigan  and  huge  hydroelectric  projects  that  supply 
American  electricity  markets. 

The  Canadian  government  currently  is  not  disposed  towards  diverting 
its  wafer  to  the  U.S.,  especially  while  a  federal  commission  is  mapping 
out  a  national  strategy  for  managing  Canada's  freshwater  supplies.  The 
IJC,  Canada,  and  the  United  States  have  not  yet  compiled  data  on  the 
possible  consequences  of  massive  water  transfers. 
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Compared  with  almost  any  other  country  Canada  is  blessed  with  abun- 
dant hydro  resources.  For  1970,  Department  of  Energy,  Mines  and 
Resources  statistics  showed  an  installed  hydrogenerating  capacity  of 
28,300  megawatts.  By  conservative  assessments,  Canada  has  a  further 
21,000  megawatts  of  undeveloped  waferpower,  by  a  relatively  op- 
timistic assessment,  the  figure  is  almost  90,000  megawatts,  well  over 
three  times  its  existing  capacity.  Nevertheless,  the  great  majority  of 
undeveloped  generating  sites  are  uneconomic  at  present. 

The  future  development  of  hydropower  in  Canada,  unlike  other 
developed  Western  countries,  is  more  constrained  by  system-load  re- 
quirements and  transmission  costs  than  by  availability  of  water. 
Canada  did  not  see,  in  the  1950s  and  1960s,  the  shift  from  hydropower 
to    thermal    power    that    occurred    in    other    developed    countries. 
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Hydropower  has  substantially  retained  its  more  than  two-thirds  share 
of  the  kilowatt-hours  generated.  Canada  has  tried  to  augment  hydro 
with  a  government-sponsored  nuclear  power  industry  built  around  the 
CANDU  reactor.  During  the  1970s,  a  number  of  technical 
developments  sustained  the  previous  rapid  rate  of  hydropower 
development  by  making  it  economical  to  transport  electricity  from 
generating  station  to  consuming  areas  many  hundreds  of  miles  distant. 


BILATERAL  ISSUES 

There  is  considerable  recent  interest  in  the  U.S. -Canadian  electricity 
connection,  which  began  in  1901.  There  is  great  system  compatibility 
because  Canada  requires  peak  power  in  the  winter  while  the  U.S.  is 
summer  peaking.  Canadian  export  policy  has  not  changed  materially 
since  1963.  At  that  time,  the  government  endorsed  the  export  of  power 
in  order  to  strengthen  its  balance  of  payments.  Contracts  for  export  of 
firm  power  for  up  to  25  years  would  be  approved  if  they  helped 
develop  large-scale  remote  hydroprojects  with  no  Canadian  demand. 
The  following  principles  still  guide  the  National  Energy  Board  in 
authorizing  U.S.  electricity  exports; 

•  to  provide  standby  service  in  the  case  of  emergencies  thus  reducing 
reserve  generating  capacity  otherwise  required  by  the  utilities; 

•  to  provide  for  economy  flows  between  plants  or  systems; 

•  to  provide  for  sales  of  surplus  interruptible  energy; 

•  to  provide  for  exhange  of  power  and  energy  to  take  advantage  of 
load,  watershed  or  other  diversities,  and 

•  to  provide  for  exports  of  firm  power  for  limited  periods  to  make 
possible  the  step-by-step  construction  of  the  most  economical 
generating  facilities  on  either  side  of  the  boundary. 

Canada  was  a  net  electricity  importer  as  recently  as  the  1960's,  but  it 
currently  provides  the  U.S.  an  estimated  annual  34  billion  kwh,  or  an 
amount  equivalent  to  the  consumption  of  the  six  New  England  states. 
This  amounts  to  nine  percent  of  Canada's  electricity  generation.  The 
present  power  transfer  capacity  to  the  U.S.  is  more  than  10,000  mw, 
and  another  5,000-6,000  mw  of  transmission  linkage  is  planned  for  this 
decade.  There  are  system  links  emanating  from  New  Brunswick, 
Quebec,  Ontario,  Manitoba,  Saskatchewan  and  British  Columbia.  The 
international  system  is  more  extensive  even  than  the  east-west  system 
across  the  provinces  within  Canada. 

Most  of  the  recent  initiatives  are  taking  place  from  Manitoba  eastward. 
Both  Manitoba  and  Quebec  still  have  extensive  hydro  capacity  that  can 
be  developed  cheaply.  Ontario  and  New  Brunswick  have  nuclear 


power  to  sell.  These  provinces  are  eyeing  primarily  the  eastern  and 
midwestern  U.S.  where  oil  can  be  displaced. 

Quebec  has  such  great  hydro  power  potential  that  provincial  leaders 
are  considering  building  a  fully  electrified  economy  based  on  water 
power.  One  quarter  of  Quebec's  total  capital  investment  has  been 
placed  in  Hydro-Quebec,  a  provincial  utility.  Much  of  the  electrical 
power  generated  from  the  massive  James  Bay  hydro  facility  is  sold  on 
short-term  contracts  to  eastern  U.S.  states.  A  13-year,  $5  billion  export 
commitment  will  justify  construction  of  a  second  facility.  Both  the  PQ 
and  the  opposition  Quebec  Liberals  support  the  plan.  Quebec  may  use 
the  proposed  plant  as  a  bargaining  tool  to  open  the  U.S.  market  to  other 
goods. 

Natives  in  the  area  mandated  by  the  James  Bay  Project  delayed  con- 
struction through  legal  proceedings.  The  government  ultimately 
granted  them  $250  million,  title  to  nearly  13,000  square  km  of  land  and 
preferential  employment  rights  on  the  project  itself.  Environmental 
monitoring  of  the  area  forecast  no  significant  threats  to  wildhfe. 

But  there  is  also  considerable  speculation  about  exports  in  the  West. 
Export  coal  and  hydro  projects  have  been  discussed  recently  in  both 
British  Columbia  and  Alberta.  In  Manitoba,  there  is  serious  talk  of 
wheeling  5,000  mw  of  power  all  the  way  to  California. 

These  western  projects  are  almost  certain  to  unfold  later  than  the 
eastern  ones.  Precedents  that  might  be  established  on  the  eastern 
border  could  later  be  applied  to  western  export  projects-either  to 
enhance  or  to  cloud  the  latter.  The  U.S.  recently  issued  a  report  calling 
for  the  Department  of  Energy  to  establish  federal  government  policy 
guidelines  on  Canadian  power  imports  in  anticipation  of  their  growth 
in  the  decade.  At  present,  the  U.S.  has  a  de  facto  policy  that  does  not 
limit  electricity  imports  from  Canada. 

What  is  new  and  interesting  about  these  Canadian  electricity  options? 
First,  Canada  has  major  untapped  hydro  options  and  will  likely  find 
itself  in  a  surplus  position  for  a  much  longer  period  than  will  the  US. 
This  circumstance  results  from  both  superior  development  options  and 
falling  demand  from  economic  stagnation.  Less  than  half  of  the  poten- 
tial hydro  sites  in  B.C.  have  been  developed,  for  example. 

Second,  the  recession  and  associated  trade  imbalances  compel  recon- 
sideration of  export  philosophy  and  strategy.  Canada  and  its  provinces 
have  to  decide  whether  to  continue  to  use  their  cheap  electricity  advan- 
tage to  attract  jobs-producing  industry,  or  to  export  electricity  tor 
revenues  that  can  in  turn  be  invested  in  other  types  of  development. 
Also,  there  is  the  lure  of  the  megaprojects  contributing  to  economic 
development. 
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Canadian  economic  nationalists  bristle  at  the  idea  of  viewing  pivotal 
energy  resources  as  merely  trade  commodities,  but  hard  economic 
times  may  lead  to  unpopular  decisions  to  generate  more  electricity  for 
export.  A  recent  study  by  the  Canadian  Energy  Research  Institute 
argues  that  the  potential  net  benefits  of  electricity  exports  are  greater 
than  for  manufactured  exports.  They  could  earn  $4  billion  a  year  by  the 
year  2000. 

There  are  social,  political  and  institutional  constraints  on  either  side  of 
the  border  that  could  preclude  pursuit  of  greater  interregional 
transfers.  These  constraints  might  be  the  unwillingness  of  B.C.  to  inun- 
date more  river  valleys  in  order  to  export  power,  or  the  growing  senti- 
ment against  building  any  plants  in  excess  of  domestic  needs. 

U.S.  regulatory  agencies  might  be  pressured  to  scrutinize  electricity  im- 
ports that  have  an  impact  on  regional  employment  and  industry.  These 
agencies  would  have  to  be  convinced  that  there  would  be  no  after-the- 
fact  price  increases  or  subsequent  tax  punishment  as  has  been  the  case 
with  natural  gas.  The  U.S.  might  become  uncomfortable  in  becoming 
too  dependent  on  Canadian  sources  as  more  utilities  forego  construc- 
tion or  expansion  of  their  domestic  generating  capacity.  Recently,  plans 
for  a  combined  cycle  coal  gasification  plant  in  New  England  were 
deferred  because  of  the  availability  of  cheap  electricity  from  Canada. 

The  most  compelling  problem  seems  to  be  the  multiplicity  of  factors 
that  would  be  involved  in  arranging  new  power  export  deals.  Uncer- 
tainty may  become  a  cost  that  raises  the  expected  price  of  the  power 
and  undermines  any  possible  deals.  Currently  it  is  easier  to  obtain 
licensing  for  new  generating  facilities  in  Canada  than  in  the  U.S.,  but 
new  exports  entail  both  export  and  import  approval.  Electricity  could 
become  another  in  the  growing  list  of  trade  issues  where  the  U.S.  ac- 
cuses Canada  of  unfair  production  subsidies.  The  Canadian  federal 
government  pledged  in  the  National  Energy  Program  Update  to  help 
provincial  utilities  in  building  power  stations  for  U.S.  markets.  This  in- 
itiative is  intended  to  revitalize  the  nuclear  industry,  which  has  suf- 
fered from  the  lack  of  international  sales  of  CANDU  reactors.  The 
Canadian  government  also  believes  that  power  exports  have  the  added 
inducement  of  reducing  acid  rain  from  coal-fired  power  plants  in  the 
U.S. 

Projects  in  Western  Canada  are  likely  to  export  firm  power  to  help 
develop  capacity  that  Canada  will  need  later.  In  this  respect,  Canadian 
projects  are  in  need  of  capital.  U.S.  investors,  however,  are  interested 
primarily  in  the  purchase  of  power  not  in  plant  equity.  The  greatest  at- 
traction of  Canadian  power  is  the  opportunity  for  long-term  access  to 
secure  power.  Some  U.S.  utilities  are  also  starting  to  purchase  power  in- 
stead of  building  their  own  plants  in  the  face  of  rate  suppression  by 
state  utility  commissions. 


ALBERTA  PERSPECTIVE 

Water  has  three  major  economic  uses  in  Alberta.  The  most  important, 
particularly  with  respect  to  Montana,  is  for  irrigation.  Several  rivers 
near  the  Montana  border,  which  flow  in  Montana  at  some  points,  are  or 
will  be  used  for  irrigation  purposes.  The  allocation  of  this  water  is  set 
out  in  the  International  Boundary  Waters  Treaty.  Other  uses  include 
transportation  on  several  large  rivers  in  the  far  northern  region  of  the 
province,  and  hydroelectricity.  Only  about  seven  percent  of  the  prov- 
ince's  present  electrical  production  is  hydro  power,  and  it  is  used  essen- 
tially to  meet  peak  loads.  There  is,  however,  great  hydroelectric  poten- 
tial in  the  Northern  region. 

POLICY  TRENDS 

Alberta  foresees  water  shortages  caused  by  tar  sands  projects  and  the 
petrochemical  industry.  Since  the  1960s,  various  Alberta  governments 
have  considered  diverting  water  from  north  to  south;  so  far,  none  has 
acted. 

River  basin  planning  and  expansion  of  the  irrigation  systems  in  the 
southern  part  of  the  province  have  received  significant  attention  and 
funding  recently.  With  the  collapse  of  the  "Western  Power  Grid"  con- 
cept (see  the  discussion  under  the  Saskatchewan  section).  Alberta  has 
looked  to  both  increased  use  of  coal  and  development  of  a  large  hydro- 
electric plant  in  its  far  north  on  the  Slave  River.  One  thermal  project, 
the  Fording  proposal,  is  for  a  2,000-mw  plant,  which  would  produce 
primarily  for  export.  Capital  requirements,  the  current  surplus  of  elec- 
tricity in  the  Pacific  Northwest  and  provincial  opposition  have  put  this 
project  on  hold.  If  it  becomes  more  feasible,  however,  it  is  sure  to  be 
met  with  substantial  opposition  on  environmental  and  economic 
grounds. 

ALBERTA  AGENCIES 

Alberta  Agriculture  studies  irrigation  and  river  basin  in  the  South 
Saskatchewan  basin  (which  drains  rivers,  such  as  the  Milk,  which  flow 
in  Montana)  and  has  proposed  a  65,000-acre  irrigation  project  for  the 
Milk  River  basin. 
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Irrigation  Council  recommends  irrigation  policy,  carries  out  irriga- 
tion research  and  advises  the  Minister  of  Agriculture.  It  approves 
changes  in  the  amounts  of  land  to  be  irrigated,  approves  district  rates 
and  approves  and  administers  cost-sharing  agreements  between  irriga- 
tion districts  and  the  province.  In  1980-81,  nearly  $13  million  was  pro- 
vided by  the  province  from  the  Alberta  Heritage  Savings  Trust  to  fund 
cost-sharing  irrigation  projects.  It  would  be  involved  in  any  disputes 
with  Montana  regarding  allocations  of  water  in  rivers  flowing  in  both 
countries. 

Alberta  Environment  has  an  environmental  engineering  support 
services  branch  with  responsibilities  for  overall  management  of  the 
province's  water  resources  and  river  basin  planning. 


B.  C.  PERSPECTIVE 

One-third  of  Canada's  water  flows  in  B.C.  Among  major  rivers,  the 
Peace  River  drains  eastward  through  Alberta  and  then  northward  to  the 
Arctic  Ocean;  the  Columbia  flows  southward  into  the  U.S.  and  then  to 
the  Pacific;  the  Fraser  moves  westward  also  into  the  Pacific.  Water  has 
played  a  major  role  in  the  development  of  the  province,  providing  for 
transportation,  irrigation,  fisheries,  recreation  and  a  variety  of  in- 
dustrial processes  associated  with  forest  products  and  mining. 
Agriculture  remains  the  greatest  consumptive  user,  especially  in  the 
narrow  flood  plains,  as  B.C.  has  the  most  extensive  diking  system  in 
Canada. 

Availability  of  electricity  has  been  a  key  to  the  economic  success  story 
in  B.C.  Like  its  U.S.  counterpart,  the  Pacific  Northwest,  British  Colum- 
bia has  become  a  magnet  for  industrial  development  because  of  the 
availability  of  cheap  hydropower.  Some  power  has  been  exported,  but 
most  has  been  used  to  fuel  expansion  in  areas  such  as  smelting,  wood 
products  and  food  processing.  Also  as  in  the  U.S.,  the  prospects  for  ex- 
pansion based  on  cheap  electricity  have  been  reduced  as  the  hydro 
component  of  the  system  comes  up  against  social,  environmental,  and 
economic  limitations. 


Total  installed  capacity  in  1975  was  more  than  7,000  mw,  or  about 
seven  times  that  of  the  Montana  Power  Company.  Nearly  a  third  of  the 
total  came  from  hydro  installations  on  the  Peace  River,  nearly  500 
miles  and  across  the  continental  divide  from  the  Vancouver  user  area. 
The  second  largest  installation  in  the  province  is  a  thermal  complex  in 
the  Vancouver  area.  Then  comes  the  West  Kootenay  hydro  system  near 
the  Washington-Idaho  border  and  the  Kemano  hydro  plant  on  the 
Skeena  River  near  the  coast,  halfway  up  the  province.  Hydro 
dominates  the  system  and  accounts  for  three-fourths  of  the  electricity. 

POLICY  TRENDS 

The  last  major  hydro  systems  might  be  in  the  works.  A  2,700-  megawatt 
complex  at  Revelsfoke  on  the  Columbia  is  scheduled  to  come  on  line  in 
1984.  B.C.  Hydro  has  applied  for  a  permit  to  construct  another  dam  on 
the  Peace  River,  which  would  add  900  megawatts  generating  capacity. 
Beyond  these  additions,  the  prospects  are  for  thermal  to  meet  the  ex- 
pected growth  load.  The  tremendous  remaining  hydropower  potential 
may  be  forsaken  in  favor  of  thermal  plants  using  B.C.'s  substantial  coal 
reserves.  About  three-fourths  of  the  system  is  controlled  by  B.C. 
Hydro;  the  remainder  is  private. 

B.C.  has  considered  exporting  more  power  with  California  to  be  the 
market.  This  would  require  expansion  of  the  intertie  line  which  cur- 
rently delivers  power  between  the  Pacific  Northwest  and  California.  It 
would  be  firm  power  that  B.C.  expects  to  need  for  its  own  use  only  in 
the  next  century.  B.C.  indirectly  could  supply  more  power  to  the 
Pacific  Northwest  by  expanding  water  storage  for  U.S.  generators 
downstream. 

Cross-border  water  issues,  such  as  river  basin  planning  and  hydrodam 
construction,  have  long  been  important  in  relations  between  B.C.  and 
the  Pacific  Northwest.  The  Columbia  and  Kootenay  River 
developments  are  governed  by  a  1964  treaty  with  the  U.S.  Canadian  na- 
tionalists tend  to  believe  that  Canada  surrendered  a  valuable  natural 
resource  for  a  pittance  in  this  deal.  Renewal  of  the  agreement  at  the 
turn  of  the  century  may  prove  to  be  a  contentious  issue. 
Another  long-standing  grievance  is  over  the  Ross  Dam  on  the  Skagit 
River.  B.C.  signed  an  agreement  that  would  allow  Seattle  Light  and 
Power  to  flood  the  Skagit  Valley  in  southcentral  B.C.,  a  wilderness  area 
of  great  beauty.  Tremendous  opposition  has  grown  within  B.C.  against 
the  plan.  The  Skagit  Valley  issue  is  of  much  greater  importance,  from 
the  B.C.  perspective,  than  Montana's  concerns  over  the  Sage  Creek  coal 
mine  (see  Part  III).  It  is  crucial  to  understand  the  issue,  for  it  is  one  in 
which  the  Americans  are  viewed,  by  B.C.,  as  insensitive  to  the  en- 
vironmental concerns  of  a  good  neighbor.  A  tentative  settlement  has 
been  reached. 
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B.C.  AGENCIES 

Ministry  of  Energy,  Mines  and  Petroleum  Resources  pro- 
vides policy  and  planning  for  electricity  development  projects. 

Ministry  of  Environment  reviews  procedures  for  flood  control 
and  pollution  control  and  handles  water  management,  power  and 
special  projects. 

B.C.  Hydro  and  Power  Autliority  is  a  provincial  Crown  Corpora- 
tion, under  authority  of  the  Minister  of  Energy,  Mines  and  Petroleum 
Resources.  It  generates,  transmits  and  distributes  93  percent  of  B.C.'s 
hydro- power. 

B.C.  Utilities  Commission 

The  Commission  regulates  B.C.  Hydro  and  numerous  investor-owned 
electric,  natural  gas  and  propane  utilities.  Utility  applications  for  ap- 
proval of  new  facilities  and  for  rate  changes  are  usually  (but  not  always) 
subject  to  hearings.  The  utility  must  justify  its  proposals,  and  customers 
and  other  interested  parties  can  be  heard.  The  commission's  decision  is 
subject  to  appeal  to  the  Court  of  Appeal  only  on  questions  of  law  or  ex- 
cess of  jurisdiction. 

An  application  for  an  Energy  Project  Certificate  (required  for  major 
energy-producing  and  consuming  projects)  that  has  been  referred  to  the 
commission  by  the  minister,  requires  a  public  hearing:  the  commission 
submits  its  report  to  the  provincial  Cabinet,  which  makes  the  final  deci- 
sion. 


Saskatchewan  has  favored  coal-fired  thermal  plants  over  hydroelec- 
tricity.  Only  about  30  percent  of  electricity  used  is  generated  by  hydro- 
power.  However,  a  new  hydro-power  plant  will  be  built  over  the 
Nipawin  River  in  northcentral  Saskatchewan;  three  84  mw  units  are  to 
be  operating  by  1985-86.  Because  most  of  the  coal  is  located  in  the 
southern  part  of  the  province,  near  the  Montana  border,  there  is  a 
growing  potential  for  cross-border  problems  as  more  thermal  plants  are 
built,  (see  Part  III  for  a  discussion  of  the  Poplar  River  Project  issue.) 

The  "Western  Power  Grid"  concept  has  been  deferred  for  at  least  two 
years  and,  according  to  some  observers,  may  never  be  built.  The  500 
kv/dc  line  grid  would  connect  the  three  prairie  provinces  of  Manitoba, 
Saskatchewan  and  Alberta.  A  1,365  mw  generating  station  on 
Manitoba's  Nelson  River  would  be  built  to  supply  Alberta  and  Saskat- 
chewan with  1.000  and  500  mw,  respectively,  each  year  from  1987  for 
35  years.  The  grid  would  have  lessened  the  need  for  coal-fired  plants  in 
Alberta  and  Saskatchewan,  and  reduced  the  potential  for  such  cross- 
border  disputes  with  Montana  as  occurred  with  the  Poplar  River 
development. 

SASKATCHEWAN  AGENCIES 

Saskatchewan  Power  is  a  provincial  Crown  Corporation,  the  major 
electrical  utility,  and  proponent/developer  of  the  controversial  Poplar 
River  thermal  plants. 

Saskatchewan  Agriculture  has  a  Conservation  and  Land  Improve- 
ment Branch  which  oversees  flood  control  and  irrigation. 

Saskatchewan  Environment  handles  water  pollution  control, 
hydrology,  water  rights,  regional  planning  and  intergovernmental 
water  studies. 


SASKATCHEWAN  PERSPECTIVE 

In  several  ways,  southern  Saskatchewan  is  similar  to  much  of  Montana. 
It  is  a  relatively  dry  region,  with  few  large  lakes,  but  crossed  by  several 
major  rivers.  The  northern  half  of  the  province,  however,  is  the  Cana- 
dian Shield  country  of  lakes,  rivers  and  forests,  which  contains 
hydroelectric  potential. 
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Major  River  Systems 
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FORESTRY 
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PERSPECTIVE 


Most  of  Canada  lies  too  far  north  and  has  too  harsh  a  climate  for  farm- 
ing and  livestoci^  raising  to  be  economically  feasible.  However,  this 
vast  land  contains  one  of  the  world's  largest  concentrations  of  con- 
iferous forest.  Canada's  renewable  forest  resource  provides  raw 
materials  for  the  lumber,  pulp  and  paper,  plywood  and  related  in- 
dustries vital  to  the  country's  economy.  The  forests  of  Canada  also  con- 
trol water  runoff  and  prevent  erosion,  shelter  and  sustain  wildlife  and 
offer  unmatched  opportunities  for  human  recreation. 

Forest  land  that  is  available  for  producing  timber  covers  more  than  655 
thousand  square  miles— about  seven  times  the  area  of  Montana.  The 
total  volume  of  wood  on  these  lands  is  estimated  at  18  billion  cubic 
meters,  of  which  four-fifths  is  coniferous  and  one-fifth  deciduous. 
Canada  and  the  United  States  are  about  equally  endowed  with  forest 
resources.  On  a  per  capita  basis,  however,  Canada  has  a  substantially 
greater  forest  resource  than  does  the  United  States. 

The  forest  industries  group  includes  logging,  the  primary  wood  and 
paper  manufacturing  industries  (which  use  roundwood  as  their  chief 
raw  material),  and  the  secondary  wood  and  paper  industries  (which  use 
lumber,  wood  pulp  and  basic  paper  as  raw  materials).  Logging  produc- 
tion consists  of  sawlogs,  veneer  logs,  pulpwood,  poles  and  other  round- 
wood  products. 


The  manufacture  of  pulp  and  paper  has  been  Canada's  leading  industry 
for  many  years.  Although  it  is  not  growing  as  quickly  as  some  other 
manufacturing  industries  in  Canada,  it  still  ranks  first  in  employment, 
in  salaries  and  wages  paid  and  in  value  added  by  manufacture.  Quebec 
has  the  largest  share  of  Canada's  pulp  and  paper  industry,  accounting 
for  33  percent  of  the  total  value  of  production  in  1976.  It  is  followed  by 
British  Columbia,  with  29  percent,  and  Ontario,  with  17  percent.  While 
the  pulp  and  paper  industry  is  engaged  primarily  in  the  manufacture  of 
wood  pulps,  basic  papers  and  paperboard,  it  also  produces  converted 
papers  and  paperboards  as  well  as  chemicals,  alcohol,  and  other  by- 
products. Paper  converting  industries  include  asphalt  roofing,  paper- 
box  and  bag  manufacturers  and  other  paper  converters.  These  in- 
dustries depend  primarily  on  domestic  markets.  More  than  68  percent 
of  the  wood  pulp  manufactured  in  1976  was  converted  in  Canada  to 
other  products,  particularly  newsprint.  The  rest  was  exported. 

Canada's  forest  products  industry  is  large  by  whatever  yardstick  is 
chosen  to  measure  it.  Forestry  in  Canada  is  responsible  for  one  million 
jobs.  It  produced  $23  billion  in  goods  in  1981  and  paid  $3  billion  in 
taxes.  Forests  support  a  multi  bilHon-dollar  recreation  and  tourism  in- 
dustry. 

The  forest  products  industry  is  the  second  largest  contributor  to 
Canada's  balance  of  payments.  Canada  exported  $12.8  billion  worth  of 
forest  industry  products  in  1980.  The  industry  yielded  almost  twice  the 
current  earnings  of  iron,  steel  and  nonferrous  metals  combined.  Two- 
thirds  of  Canadian  wood  products  exports  go  to  the  U.S.  market  and  the 
bulk  of  all  U.S.  imports  of  lumber,  pulp  and  newsprint  comes  from 
Canada.  American  forest  production  has  increased  dramatically  in  re- 
cent years.  Further  growth  will  erode  Canada's  shares  of  the  American 
market,  and  whereas  Canadian  exports  to  the  U.S.  may  increase  in  ab- 
solute terms,  imports  as  a  proportion  of  total  U.S.  consumption  will 
decline.  This  trend  will  compel  Canadian  producers  to  secure  new 
markets,  primarily  in  East  Asia. 

The  sawmills  and  planing  mills  industry  is  particularly  dependent  upon 
the  general  economic  condition  of  the  country  and  the  state  of  foreign 
markets,  particularly  the  market  in  the  United  States.  Because  of 
substantial  increases  in  residential  construction  starts  in  Canada  and 
the  United  States,  the  lumber  market  grew  steadily  throughout  most  of 
the  1970s.  Lumber  production  in  Canada  increased  34.2  percent  and 
exports  of  Canadian  lumber  rose  47.6  percent.  A  long-term  trend 
toward  larger  individual  sawmills  and  more  complete  automation  is 
continuing,  particularly  in  the  interior  of  British  Columbia  where  the 
sawmill  industry  is  becoming  more  integrated  with  the  pulp  and  paper 
industry. 
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OWNERSHIP  and  TAXATION 

Ninety  percent  of  Canada's  productive  forests  are  publicly  owned. 
Under  the  British  North  American  Act,  the  provincial  governments 
have  the  exclusive  right  to  enact  laws  regarding  management  and  sale 
of  public  lands  within  their  boundaries,  including  the  timber  on  those 
lands.  In  the  northern  territories,  which  contain  only  five  percent  of  the 
country's  productive  forest  land,  the  forests  are  administered  by  the 
federal  government.  While  most  of  Canada's  forest  land  is  provincially 
owned  and  managed,  the  federal  government  provides  scientific  and 
technological  leadership  and  encourages  economic  development  of 
forest  resources. 

The  two  main  bases  for  control  over  natural  resources  are  ownership 
and  legislative  authority.  Sections  91  and  92  of  the  British  North 
America  Act  of  1867  did  not  grant  either  level  of  government  exclusive 
legislative  authority  over  natural  resources  nor  did  it  elsewhere  provide 
explicitly  for  a  shared  jurisdiction  over  natural  resources.  In  the  pro- 
cess of  formulating  Canada's  new  Constitution  Act,  the  provinces  and 
the  federal  government  labored  to  satisfy  both  sides  on  the  issue  of  who 
has  final  say  over  rates  of  production  and  resource  taxation.  The  results 
of  their  efforts  are  found  in  Part  VII  of  the  constitution,  which  details 
legal  guidelines  regarding  nonrenewable  natural  resources,  forestry 
resources  and  electrical  energy. 

In  short,  the  provinces  retained  ownership  of  natural  resources  and 
gained  exclusive  legislative  authority  over  exploration,  conservation 
and  development  of  their  respective  forests.  Moreover,  the  provinces 
gained  the  right  to  impose  indirect  taxes  on  natural  resources  and  "the 
primary  production  therefrom."  They  also  acquired  joint  jurisdiction 
with  the  federal  government  in  the  interprovincial  trade  of  these  com- 
modities. Primary  production  is  defined  in  the  attached  "Sixth 
Schedule  "  as  production  of  saw-logs,  poles,  lumber,  wood  chips, 
sawdust  or  any  other  primary  wood  product  or  wood  pulp. 

The  federal  government,  on  the  other  hand,  still  has  formidable  powers 
over  the  export  of  forest  products  from  any  of  the  provinces.  The 
amendment  prohibits  the  provinces  from  passing  laws  that 
discriminate  in  prices  or  in  supplies  exported  to  another  part  of  Canada. 
Theoretically,  a  province  may  curtail  forest  production  for  conserva- 
tion purposes  as  long  as  it  does  not  also  export  its  remaining  forest  pro- 
ducts to  other  provinces  on  a  discriminatory  basis.  British  Columbia  for 
example  would  need  federal  approval  to  offer  its  timber  to  neighboring 
Alberta  at  a  more  favorable  price  than  it  offered  another  province. 

KEY  AGENCIES 

Canadian  Forest  Service  conducts  programs  on  the  management 
and  conservation  of  the  forest  resource  and  acts  as  the  lead  federal 


forestry  agency.  In  addition  to  headquarters,  operations  which  em- 
phasize policy  and  economic  analysis,  the  service  has  two  national  in- 
stitutes and  six  forest  research  centers  to  respond  to  regional  oppor- 
tunities as  well  as  national  goals.  Current  research  projects  include 
forest  regeneration,  national  forestry  data  compilation  and  analysis  and 
techniques  to  obtain  energy  from  the  forest.  Application  of  research  is 
stressed,  as  is  the  environmental  impact  of  forestry  practices. 

Canadian  Forestry  Advisory  Council  reports  to  the  Minister  of 
the  Environment  and  recommends  action  in  areas  of  federal  respon- 
sibility for  renewable  forest  resources.  It  reviews  programs  and  pro- 
vides links  with  organizations  outside  the  government. 

Canadian  Forestry  Service  of  the  Department  of  Environ- 
ment promotes  the  effective  management  and  use  of  the  nation's 
forests,  in  such  fields  as:  conducting  research  in  forest  resources  and 
forest  products,  providing  surveys  and  advice  on  protection  and 
management,  assuming  responsibility  for  forest  protection  and 
management  on  federal  lands,  and  undertaking,  promoting  and  recom- 
mending measures  for  encouragement  of  public  cooperation  in  protec- 
tion and  use  of  forest  resources  in  Canada. 

DOMESTIC  ISSUES 

Growth  Long-term  world  consumption  projections  for  forest  products 
are  uniformly  buoyant,  especially  for  the  long  fibre  (conifer)  grades  of 
pulp  and  paper  produced  in  Canada.  Soft  lumber  enjoys  a  similar 
potential  for  growth.  Forecasts  of  demand  by  the  Food  and  Agricultural 
Organization  of  the  United  Nations— regarded  as  too  bullish  by  many  in 
the  industry— project  an  increase  in  world  demand  for  paper  and  paper- 
board  to  1990  at  an  annual  rate  of  4.3  percent,  even  at  a  low  growth 
level.  This  would  require  an  increase  of  100  million  tons  in  the  1980s 
alone.  An  industry  advisory  report  to  FAO  suggested  a  more  likely 
growth  level  was  3.6  percent,  which  would  still  mean  an  additional  75 
million  tons  of  capacity  during  the  1980s.  Opportunity  exists  for  con- 
siderable growth  in  the  next  few  decades,  but  the  industry  could  have 
real  difficulty  realizing  its  full  potential. 

Vanishing  Forests 

Canada  is  one  of  the  world's  major  forest  resource  suppliers:  first  in  ex- 
ports, second  in  forested  area  and  third  in  forest  products.  Canada 
could  face  trouble  in  the  near  future  however.  Conservation  critics 
argue  that  the  forest  industry  suffers  from  a  twin  illusion  of  an 
overabundance  of  trees  and  an  inexhaustible  forest  resource.  In  reality, 
only  one  of  every  five  trees  is  considered  usable,  taking  into  account 
factors  such  as  disease,  fire,  parks  and  reserves  and  the  tree's  age.  For 


Forestry        105 


Canada  this  means  that  less  than  one-third  of  the  country's  trees  are 
available  for  harvest. 

The  forest  products  industry  wastes  up  to  half  of  each  tree  it  cuts  and 
fails  to  replant  most  of  what  it  harvests.  (The  economic  theory  of  dis- 
counted cash  flow  suggests  that  in  practice  it  is  more  profitable  to  put  a 
dollar  in  the  bank  to  earn  interest  than  it  is  to  plant  a  tree  and  wait  for  it 
to  grow.)  Each  year,  8,000  square  km  of  forest  are  cut,  but  only  about 
2,000  are  replanted.  The  result  is  that  huge  tracts  of  woodland  are 
unable  to  regenerate  a  merchantable  crop  within  the  following  60  to  80 
years.  Some  200,000  to  400,000  hectares  of  valuable  forest  are  being  ad- 
ded to  this  waste  every  year. 

Already  trees  have  been  cut  so  far  from  mills  that  it  has  become  too  ex- 
pensive to  truck  logs  to  the  millsite.  By  not  putting  a  stop  to  this  waste, 
economic  inefficiencies  may  force  mills  to  shut  down,  resulting  in  local 
depressions  and  large-scale  unemployment.  The  Science  Council  of 
Canada  has  warned  that  without  sharply  increased  spending  on 
reforestation  over  the  next  20  years,  the  harvest  will  decline  and  about 
300  forest  communities  will  suffer.  The  ripples  will  spread  much  fur- 
ther in  view  of  the  fact  that  each  job  in  the  harvesting  of  timber  pro- 
duces a  second  elsewhere  in  the  national  economy. 

Canadians  are  still  considered  to  have  plenty  of  expertise  in  forest 
management  despite  all  the  problems.  The  application  of  improved 
forestry  management  techniques  could  lead  to  the  creation  of  over 
100.000  jobs,  several  billion  dollars  worth  of  additional  exports  and 
various  other  benefits.  There  is  hope  for  the  industry  if  it  can  deal  effec- 
tively with  the  problem  of  overcutting  and  prevent  new  problems  such 
as  acid  rain  from  further  reducing  the  general  vitality  of  Canada's 
forests.  The  situation  is  dangerous;  the  gradual  deforestation  of  North 
America  poses  a  major  threat  to  the  economy  and  environment  of  both 
the  United  States  and  Canada.  There  may  be  Canadian  lessons  for  Mon- 
tana forest  practices. 

It  is  projected  that  Canadian  timber  harvests  will  increase  by  2  percent 
annually  as  a  result  of  growing  domestic  and  international  demand  for 
forest  products.  Today  governments  and  industry  are  starting  to  work 
out  an  arrangement  under  which  each  puts  up  some  money  for 
reforestation  in  the  belief  that  both  will  benefit.  Seven  provincial 
forestry  ministers  met  with  the  Canadian  government  and  agreed  to  a 
federal  proposal  to  increase  total  spending  on  forest  renewal  from  $300 
million  in  1983  to  $650  million  by  1987. 

It  is  projected  that  a  crash  program  could  increase  forestry  production 
by  40  percent  by  the  year  2000.  This  program  suggests  replanting  5,000 
square  kilometers  of  harvested  forestland  each  year,  and  quadrupling 
management  practices  to  4,000  square  kilometres  a  year.  Another  1 ,000 


square  kilometers  of  long-neglected  lands  would  be  planted  each  year. 
The  program  would  create  100,000  new  jobs  and  increase  export  earn- 
ings and  tax  revenues. 

BILATERIAL  ISSUES 

The  major  issue  is  that  private  ownership  of  forests  in  the  United  States 
costs  American  logging  companies  more  than  public  ownership  of 
forests  in  Canada  is  costing  their  Canadian  counterparts.  As  a  result  the 
U.S.  Department  of  Commerce  and  the  quasi-judicial  U.S.  Interna- 
tional Trade  Administration  are  investigating  whether  or  not  Canadian 
lumber  exported  to  the  U.S.  receives  an  unfair  subsidy  and  should  be 
subject  to  a  countervailing  duty.  The  argument  is  that  stumpage  is  pro- 
vided in  Canada  at  less  than  market  value.  At  stake  are  Canadian 
lumber  exports  worth  about  $2.3  billion  and  the  undisputed  fact  is  that 
the  Canadian  share  of  the  U.S.  lumber  market  has  been  steadily  grow- 
ing to  it  present  level  of  about  32  percent.  A  proposal  to  impose  tariffs 
on  Canadian  lumber  imported  into  the  United  States  is  a  serious  threat 
to  the  Canadian  industry,  to  50,000  Canadian  jobs  and  to  numerous 
forest  products-based  communities. 

If  a  U.S.  campaign  for  a  new  165  percent  duty  on  Canadian  wood  is  suc- 
cessful, it  will  have  devastating  political  and  economical  effects  on 
Canada,  especially  to  British  Columbia's  forest-based  economy.  The 
threat  to  $2  billion  worth  of  wood  exports  (most  of  it  used  in  house 
building)  comes  from  a  coalition  of  350  U.S.  forestry  firms  that  claim 
that  Canadian  luniber  exports  are  unfairly  subsidized  through  the  low 
fees  companies  in  Canada  pay  to  cut  Crown-owned  trees.  The  coalition, 
which  has  powerful  friends  in  the  U.S.  Congress,  represents  about  20 
percent  of  U.S.  forestry  firms  and  it  is  seeking  the  tariff  to  reduce  what 
it  calls  "unfair  competition  ".  Such  a  tariff  could  literally  destroy  the 
underpinning  of  the  B.C.  economy  and,  with  it,  the  single  most  impor- 
tant industry  in  Canada. 

The  seeds  of  the  conflict  were  sown  in  the  late  1970s  when  Canadian 
lumber  exports,  aided  by  a  weak  dollar  and  a  housing  industry  hungry 
for  wood  expanded  to  supply  30  percent  of  the  U.S.  market  in  1981.  But 
by  that  time,  with  the  United  States  gripped  by  hard  times,  home 
building  had  slumped  from  its  usual  two  million  starts  to  half  that  level. 
As  home  building  slowed  and  the  demand  for  lumber  shrank,  U.S. 
forestry  companies  found  it  increasingly  irritating  that  the  Canadian 
share  of  their  domestic  market  continued  to  grow. 

In  March,  1983  the  U.S.  International  Trade  Administration  announced 
its  preliminary  finding  that  Canadian  lumber  exports  do  not  receive 
significant  government  subsidies.  The  U.S.  Court  of  International 
Trade  dismissed  in  April  the  U.S.  Lumber  Coalition's  challenge  of  the 
ITA  finding,  ruling  that  the  court  could  not  assume  jurisdiction  in  the 
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case.  A  final  fuling  by  the  ITA  is  due  in  late  May  and  no  change  in  its 
position  is  expected  despite  continued  pressure  from  U.S.  producers. 


ALBERTA  PERSPECTIVE 

Sixty  percent  of  Alberta  is  forested,  a  proportion  that  has  changed  little 
since  1869,  when  the  Hudson  Bay  Company  territories  were  acquired 
by  the  government  of  Canada.  In  1980,  about  six  million  trees  were 
harvested.  There  are  about  300  sawmills  and  25  other  mills  in  the  prov- 
ince. Forest  industries  in  1980  accounted  for  about  9  percent  of  the 
value  of  manufactured  goods  in  Alberta.  The  province  owns  most  forest 
land. 

On  the  whole,  forestry  is  not  a  crucial  component  to  the  Alberta 
economy,  although  efforts  have  been  made  to  export  forest  products  to 
help  diversify  the  economy.  As  in  the  case  of  British  Columbia,  the 
Alberta  forest  industry  is  extremely  vulnerable  to  swings  in  the  United 
States  housing  market. 

ALBERTA  AGENCIES 

Alberta  Forest  Service  administers  timber-harvesting  permits, 
quotas  and  forest  management  agreements.  The  agency  is  responsible 
for  planning  and  supervising  proper  land  use  practices  in  forested 
areas.  It  is  also  in  charge  of  forest  protection  and  fire-fighting  services. 


B.C.  PERSPECTIVE 

The  forest  industry  started  to  grow  after  the  completion  of  the  Cana- 
dian Pacific  Railway  in  1885.  Until  today  timber  resources  are  a  key 
element  in  the  provincial  economy.  More  than  half  of  the  province  is 


forested,  due  to  the  mild,  humid  climate  and  heavy  rainfall.  Very  large 
trees  are  common,  averaging  60  meters  tall  and  more  than  2  meters 
thick. 

The  forest  products  industry,  particularly  exports,  contributes  a  large 
share  of  income  and  employment  in  the  economy.  Consequently, 
depressed  lumber  and  paper  markets  have  severe  ramifications  for  a 
usually  healthy  economy.  The  sector  is  controlled  by  a  few  large 
multinational  corporations  and  Canadian  firms  whose  chief  market  is 
the  United  States,  although  Japan  and  Europe  are  also  important 
customers. 

The  industry  has  been  hit  hard  by  the  collapse  of  the  U.S.  lumber 
market.  The  losses  have  not  been  offset  by  a  slightly  expanded  foreign 
market.  Bonanza  years  occurred  in  1978  and  1979  but  the  outlook  is  for 
continued  depressed  markets.  Rising  logging  costs,  building  roads  and 
higher  costs  of  stumpage  make  the  profit  outlook  dim.  The  pulp  and 
paper  sector  seems  to  be  holding  on  slightly  better  than  the  lumber  sec- 
tor. 

Today  practically  all  economically  accessible  timber  has  been  acquired 
or  set  aside  for  development.  B.C.  now  has  companies  chartering 
helicopters  at  $2,500  an  hour  to  lift  prime  trees  off  mountain  slopes  to 
keep  mills  running.  They  have  even  gone  as  far  as  dredging  up  logs  that 
sank  to  the  bottom  of  rivers  and  lakes  during  past  log  drives.  Price  in- 
creases and  increased  demands  for  lumber  are  good  for  British  Colum- 
bia, but  the  price  surge  does  not  necessarily  mean  a  quick  improvement 
of  British  Columbia's  depressed  industry. 

POLICY  TRENDS 

British  Columbia's  three  main  goals  in  its  forest  industry  are:  to  en- 
courage maximum  productivity  of  forest  and  range  resources;  to  pro- 
vide for  multiple  use  of  its  forest  (timber  harvesting,  livestock  grazing, 
wildlife,  water  and  outdoor  recreation);  and  to  encourage  a  timber- 
processing  industry  competitive  in  world  markets. 

British  Columbia  is  also  engaged  in  large-scale  developments,  such  as 
Northeast  Coal,  in  an  attempt  to  diversify  its  economy  and  reduce  the 
vulnerability  of  the  forestry  industry  to  worldwide  economic  condi- 
tions. 

Current  attempts  to  diversify  the  economy  to  reduce  this  vulnerability 
to  the  lumber  market  are  necessary,  but  the  forests  clearly  remain  the 
key  to  a  sustained  economy  in  the  province.  British  Columbia  is  pro- 
bably the  best-prepared  of  all  the  Canadian  provinces  to  meet  potential- 
ly discouraging  economic  conditions  in  the  1980s.  There  is  a  diversity 
of  natural  resources,  nearly  all  of  which  should  become  enhanced  by 
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rising  prices.  B.C.'s  strategy,  however,  is  to  place  less  stress  on  staple 
exports  and  more  emphasis  on  value  added  in  British  Columbia  to  raw 
natural  resources.  This  means  the  processing  of  wood  products,  the 
refining  of  fuels,  the  smelting  of  ores,  the  fabrication  of  a  variety  of  pro- 
ducts and  the  assembly  of  manufacture  of  goods.  This  strategy  is 
grounded  in  the  belief  that  energy  advantages  will  compensate  for 
distance  barriers  and  transportation  costs  to  markets.  The  forest  pro- 
ducts industry  is  a  key  component  of  this  strategy. 

B.C.  AGENCIES 

Ministry  of  Forests  has  broad  powers  over  policy  planning  and  pro- 
tection in  fire  and  pest  management.  It  administers  range  management 
and  timber  sales  to  industry.  The  ministry  also  examines  forest  and 
range  resources  every  10  years,  and  forest  management  practices  every 
5  years. 

British     Columbia     Resources     Investment     Corporation 

(BCRICI  is  a  Crown  Corporation  that  includes  former  provincial  assets 
in  several  forest  products  companies:  it  owns  100  percent  of  B.C. 
Timber,  a  major  lumber  and  wood  pulp  producer. 


The  former  NDP  Government  was  considering  placing  in  a  northern 
town  a  new  hardwood  pulp  mill  and  possibly  an  associated  newsprint 
operation.  At  this  point,  it  is  unclear  whether  the  new  conservative 
government  will  continue  this  project. 

SASKATCHEWAN  AGENCIES 

Saskatchewan  Tourism  and   Renewable  Resources  has  a 

Forestry    Branch  which  oversees  most  aspects  of  forest  management. 

Northern  Saskatchewan  is  a  relatively  new  government  depart- 
ment which  was  established  to  take  a  comprehensive  approach  to 
economic  and  social  development  in  the  northern  area  of  the  province, 
which  is  a  sparsely  populated,  resource-rich  region.  Its  eight  mills  pro- 
vide about  140  jobs  for  northern  residents. 


SASKATCHEWAN  PERSPECTIVE 

Forestry  plays  only  a  minor  role  in  the  provincial  economy.  Commer- 
cial forests  make  up  about  58,000  square  miles  with  60  percent  of  this 
softwood. 

Saskatchewan's  first  pulp  mill  was  completed  in  1968  at  Prince  Albert, 
and  it  processes  some  three-quarters  of  a  million  cords  of  pulpwood  an- 
nually. There  is  manufacturing  of  plywood,  waferboard,  pressed  wood 
and  pulp,  and  forest  industries  in  1982  employed  about  4,000  people. 

POLICY  TRENDS 

Although  the  forestry  industry  plays  a  very  minor  role  in  Saskatchewan 
as  a  whole,  it  is  an  important  regional  development  for  the  northern 
Native  Indian  communities. 
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ENVIRONMENT 

We  will  not  barter  a  clean  and  wholesome  environment  for  industrial  or 
commercial  growth  and  call  it  progress. 

Prime  Minister  Trudeau,  1 969 
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PERSPECTIVE 


Canada's  vast  water,  forest,  mountain  and  agricultural  land  resources 
are  vulnerable  to  the  depredations  of  pollution  and  other  environmen- 
tal hazards.  Since  the  early  1970s,  the  Canadian  government  has 
acknowledged  that  environmental  protection  and  conservation  are 
essential  components  of  the  national  economy  and  the  overall  quality  of 
life  in  Canada.  The  quality  of  Canada's  water  base  has,  over  many 
years,  deteriorated  to  the  point  where  corrective  action  is  considered 
essential.  This  deterioration  is  attributable  to  urban  development  and 
industrial  growth,  which  have  occurred  in  relatively  confined  areas 
with  little  concern  for  their  effect  on  the  environment. 

Canada,  like  the  U.S.,  faces  the  employment/pollution  tradeoff:  a  poor 
economic  climate  leads  to  decreased  production  which  results  in  a 
cleaner  environment,  while  a  growing  economy  leads  to  increased  pro- 
duction contributing  more  pollution.  The  problem  is  partially  resolved 
in  that  pollution  abatement  requires  new  technology  and  skilled  labor, 
which  are  compatible  with  a  healthy  economy. 


POLICY  TRENDS 

Several  major  environmental  deterioration  problems  are  high  on  the 
agenda  of  concerns,  including  land  use  and  forestry  practices,  disposal 
of  toxic  substances,  water  management,  acid  rain,  energy  development, 
northern  development  and  climatic  changes. 

Acid  Rain  has  soared  to  become  one  of  the  most  important  issues  on  the 
Canada-U.S.  diplomatic  agenda.  Difficult  to  measure  and  expensive  to 
control,  acid  rain  is  likely  to  cause  irreversible  and  geographically 
widespread  damage. 

The  environmental  consequences  of  increased  silviculture  are  becom- 
ing of  greater  concern.  Practices  under  examination  include;  use  of 
chemicals  (herbicides  and  pesticides);  thinning  of  stands:  road  building 
and  logging;  reforestation  and  monocultures,  and  slash  disposal.  In 
1971-80,  more  than  $681  million  was  needed  to  bring  the  pulp  and 
paper  industry  up  to  current  standards. 

Land  deterioration,  like  acid  rain,  is  a  glacial  problem:  hard  to  perceive 
and  probably  irreversible.  Erosion  and  loss  of  organic  material  due  to 
crop  intensification  is  a  chronic  concern  and  alkalinization  of  the  soil 
(especially  in  Saskatchewan)  is  becoming  more  dramatic. 

Loss  of  farmland  to  urbanization  is  also  a  pressing  matter.  Canada  now 
has  69  million  acres  in  farms.  Another  50  million  acres  have 
agricultural  potential,  but  half  are  in  poor  climatic  zones  and  remote 
from  markets.  Major  urban  areas  are  located  almost  exactly  where  best 
farmlands  are.  Farmland  lost  to  development  in  central  and  southern 
Canada  is  three  to  six  times  more  productive  than  new  agricultural  land 
replacing  it. 

The  impacts  of  metallurgical  industries  include  acidic  and  toxic 
discharges  into  streams  and  lakes.  In  the  area  of  energy  development, 
further  increases  in  atmospheric  concentrations  of  carbon  dioxide 
could  produce  serious  climatic  shifts.  Oil  and  gas  exploration  in  the 
Arctic  can  cause  well  blowouts,  transportation  accidents  and  chronic 
low-volume  spills.  The  Arctic  environment  is  extremely  vulnerable  to 
ecological  disruption  and  long-term  damage.  Possible  climatic  changes 
include  warming,  which  could  increase  wheat  harvests,  but  also  could 
increase  deforestation,  and  drought  and  cooling,  which  could  decrease 
wheat  harvest  and  necessitate  more  energy  use.  These  and  other  issues 
face  Canada  as  a  northern  store  of  resources. 

KEY  AGENCIES 

Responsibility  for  the  environment  and  its  constituent  resources  is 
shared  between  the  federal  and  provincial  governments,  with  each 
level  having  jurisdiction  over  different  aspects  of  the  environmental 
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field.  The  provinces  have  direct  management  responsibility  for  most 
environmental  and  resource  matters  within  their  borders.  The  federal 
government  has  responsibility  for  those  matters  that  are  clearly  within 
its  jurisdiction,  such  as  the  territories,  national  parks  and  oceans,  and 
for  matters  that  the  individual  provinces  cannot  readily  or  cost- 
effectively  undertake,  such  as  weather  services. 

A  recent  publication  of  Environment  Canada  summarizes  the  division  of 
responsibilities  between  the  layers  of  government: 

Although  the  Constitution  does  not  mention  environment  specifically, 
it  deals  with  many  matters  affecting  the  natural  environment.  The  Con- 
stitution Act  of  1981  reflects  the  clear  jurisdiction  of  the  provinces,  con- 
tained in  the  BNA  Act  and  its  amendments,  over  land,  forests  and 
natural  resources  within  their  boundaries.  The  federal  government  re- 
tains jurisdiction  over  certain  other  areas,  such  as  Indian  lands,  the  Ter- 
ritories, national  and  historic  parks  and  migratory  bird  sanctuaries.  The 
federal  government  also  has  authority  over  coastal  and  inland  fisheries, 
oceans,  navigation  and  shipping,  transboundary  and  international  mat- 
ters. The  nature  of  environmental  issues  is  such  that,  in  many  areas, 
federal  and  provincial  governments  share  jurisdictional  responsibility. 

Environment  Canada 

This  lead  agency  was  established  in  1971  with  the  broad  mission  to 
"foster    harmony    between    society    and    the    environment    for    the 
economic,  social  and  cultural  benefit  of  present  and  future  generations 
of  Canadians."  Environment  Canada's  policy  objectives  are  as  follows: 

•  to  ensure  that  human  activities  are  conducted  in  a  way  that  will 
achieve  and  maintain  a  state  of  the  environment  necessary  for  the 
health  and  well-being  of  the  health  and  diversity  of  species  and  of 
ecosystems,  and  the  sustained  use  of  natural  resources  for  social 
and  economic  benefit; 

•  to  conserve  and  enhance  Canada's  renewable  resources  of  water, 
land,  forests  and  wildlife  and  their  related  ecosystems  and  promote 
their  wise  use  in  a  sustainable  manner  for  economic  and  social 
benefit; 

•  to  facilitate  the  adaptation  of  human  activities  to  the  environment, 
and 

•  to  protect  for  all  time  significant  examples  of  Canada's  natural  and 
cultural  heritage  and  encourage  public  understanding,  appreciation 
and  enjoyment  of  this  heritage  in  ways  that  leave  it  unimpaired  for 
future  generations. 

In  the  1980s,  the  department  expects  to  put  even  more  emphasis  on 
conservation  and  the  three  objectives  involved:  first,  maintenance  of 


ecological  processes  and  biophysical  systems  necessary  for  human  sur- 
vival and  sustainable  development;  second,  preservation  of  genetic 
diversity  on  which  depends  the  viability  of  the  biosphere  and  its 
ecological  processes,  plant  and  animal  breeding  programs,  and  the 
long-term  security  of  natural  resource  industries;  third,  sustainable  use 
of  components  of  the  environment— wildlife,  forests,  air,  water,  soil 
and  other  natural  resources. 

Environment  Canada's  statutory  mandate  is  derived  from  the  Govern- 
ment Organization  Act  of  1979.  This  act  establishes  that  the  duties, 
powers  and  functions  of  the  Minister  of  the  Environment  extend  to  and 
include  all  matters  over  which  Parliament  has  jurisdiction  not  other- 
wise federally  assigned,  and  relating  to: 

•  national  and  historic  parks; 

•  preservation  and  enhancement  of  the  quality  of  the  natural  en- 
vironment, including  water,  air  and  soil  quality; 

•  renewable  resources,  including  forest  resources,  migratory  birds 
and  other  non-domestic  flora  and  fauna; 

•  water; 

•  meteorology; 

•  enforcement  of  rules  and  regulations  arising  from  the  advice  of  the 
International  Joint  Commission  relating  to  boundary  water  and 
questions  arising  between  the  United  States  and  Canada  that  relate 
to  the  preservation  and  enhancement  of  environmental  quality, 
and 

•  other  federal  matters  relating  to  the  natural  environment  that  are 
assigned  to  the  Minister. 

The  act  also  specifies  functions  of  the  Minister  in  carrying  out  these 
responsibilities,  including  programs  to:  promote  adoption  of  objectives 
or  standards  relating  to  environmental  quality  and  pollution  control; 
mitigate  adverse  environmental  impacts  of  new  federal  projects;  and 
provide  Canadians  with  environmental  information.  It  gives  to  the 
Minister  of  the  Environment  broad  responsibilities  to  influence  federal 
departments  and  agencies,  and  to  work  with  provincial  governments 
and  the  public  to  preserve  and  enhance  environmental  quality.  The 
minister  is  also  authorized  to  develop  guidelines  for  activities  of  federal 
bodies,  and  enter  into  agreements  with  provincial  governments  or 
agencies.  More  specific  powers  and  duties  of  the  Minister  of  the  En- 
vironment are  defined  by: 

•  the  Canada  Water  Act; 

•  the  Canada  Wildlife  Act; 

•  the  Clean  Air  Act; 
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the  Environmental  Contaminants  Act; 

the  Forestry  Development  and  Research  Act; 

the  Game  Export  Act; 

the  Historic  Sites  and  Monuments  Act: 

the  International  River  Improvements  Act; 

the  Migratory  Birds  Convention  Act; 

the  National  Parks  Act; 

the  Ocean  Dumping  Control  Act,  and 

the  Weather  Modification  Information  Act. 


Environment  also  has  responsibility  to  administer  pollution  control 
provisions  of  the  Fisheries  Act  and  to  provide  specific  advice  and  infor- 
mation under  certain  sections  of  federal  legislation  assigned  to  other 
departments,  such  as  emissions  provisions  of  the  Motor  Vehicle  Safety 
Act. 

The  department  participates  in  many  management  advisory  and  con- 
sultative bodies  at  the  federal,  provincial  and  international  levels;  it  is 
charged  with  providing  the  best  available  information  to  all  govern- 
ment decision  makers  involved  with  the  natural  environment. 

The  National  Air  Pollution  Surveillance  Network  (NAPS) 
monitors  locally  significant  indications  of  air  pollution  in  all  important 
population  centers.  Provincial  authorities  operate  monitoring  stations 
and  report  data  to  the  federal  government.  The  government's  approach 
to  air  pollution  control  is  containment,  based  on  best  practicable 
technology  for  preventing  emissions  at  their  source.  National  emissions 
guidelines  are  in  place  for  such  industries  as  cement,  steel,  asphalt  and 
pulp  and  paper. 

Environmental  Conservation  Services 

This  agency  promotes  economic  potential  of  renewable  resource 
management  and  development.  It  consists  of  three  major  regional 
directorates  (inland  waters,  Canadian  wildhfe,  and  lands)  and  a  fourth 
directorate.  Policy  and  Program  Development,  which  is  responsible  for 
service-wide  planning  and  policy.  It  makes  major  contributions  to 
research  and  monitoring  of  toxic  substances,  developing  coastal  zone 
management  plans  with  the  provinces  and  providing  baseline  informa- 
tion related  to  major  energy  developments  and  to  effects  of  acid  rain  on 
aquatic  systems  and  wildlife. 

The  Wildlife  Service  conducts  programs  to  manage  and  protect 
migratory  birds  and  their  habitat  in  Canada  and  other  countries.  Also,  it 
conducts  research  on  other  wildlife  of  national  interest;  conserves 


wildlife  habitats;  and  assists  the  provinces  and  territories  with  conser- 
vation efforts.  Areas  of  concern  for  the  service  include:  rare  and  en- 
dangered species,  wildlife  on  federal  lands  and  the  impacts  of  en- 
vironmental contaminants  on  wildlife  health. 

The  Lands  Directorate  conducts  major  research  in  land  classification, 
and  analyses  land  use  changes,  land  development  potential  and  en- 
vironmental management  requirements.  It  is  the  office  responsible  for 
federal  policy  on  land  use.  Planning  services  include  advice  to  provin- 
cial and  federal  agencies  regarding  native  land  claims  and  northern 
development. 

The  Inland  Waters  Directorate  conducts  water  quality  research.  The 
Atmosphere  Environment  Service  is  concerned  primarily  with 
meteorology,  but  it  also  studies  pollution  of  the  upper  atmosphere.  The 
Environmental  Protection  Service  develops  national  environmental 
control  guidelines,  requirements  and  regulations  in  consultation  with 
the  provinces  and  industry.  It  is  concerned  with  air  pollution,  water 
pollution,  waste  management  jincluding  hazardous  waste  and  resource 
conservation),  contaminants,  environmental  impact  assessment  and 
control,  and  environmental  emergencies.  It  is  responsible  for  "pro- 
blem surveillance"  and  management  of  federal  clean-up  programs. 

The  Air  Pollution  Control  Directorate  studies  and  recommends  policies 
concerning  long-range  transport  effects  of  pollutants  (including  acid 
rain)  and  other  air  qualtiy  problems.  The  Environmental  Impact  Con- 
trol Directorate  operates  a  national  program  to  clean  up  existing  water 
pollution  problems  and  prevent  new  pollution,  to  ensure  water  quality 
suitable  for  the  protection  of  fish  and  other  desirable  uses.  Technology 
development  and  transfer  programs  are  undertaken  in  each  of  the 
directorates. 

Parks  Canada  deals  with  Canada's  national  parks  and  provincial 
parks. 

National  Historic  Parks  and  Sites  are  to  preserve  Canada's  past. 
This  agency  commemorates  persons,  places  and  events  that  played  im- 
portant parts  in  the  development  of  Canada. 


Agreements  for  Recreation  and  Conservation 

ARC  was  created  to  satisfy  increasing  demands  for  heritage  conserva- 
tion and  outdoor  recreational  opportunities.  It  is  based  on  federal  and 
provincial  cooperation  in  the  planning,  development  and  management 
of  areas  containing  important  heritage  resources.  There  is  a  Heritage 
Canals  branch  with  the  responsibility  to  operate  and  maintain  early  ex- 
amples of  engineering  technology  in  Canada. 
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The  Cooperative  Heritage  Areas  program  coordinates  joint  efforts  for 
heritage  projects  and  recreational  activities  that  would  not  be  possible 
through  unilateral  action.  For  example,  the  ARC  branch  is  now  in  the 
process  of  consulting  with  the  provinces  and  territories  to  establish  a 
system  of  heritage  rivers  across  Canada. 

Federal  Assistance  for  Pollution  Control 

There  are  a  number  of  federal  financial  incentives  to  encourage  in- 
dustry to  help  solve  pollution  problems.  The  Cooperative  Pollution 
Abatement  Research  program,  established  in  August  1970  by  the 
federal  government  and  the  Canadian  pulp  and  paper  industry, 
develops  improved  technology  to  reduce  pollution  from  pulp  and  paper 
operations.  The  program  provides  100  percent  financing  of  approved 
research  into  water  or  air  pollution. 

The  Development  and  Etemonstration  of  Pollution-Abatement 
Technology  program  is  intended  primarily  to  help  Canadian  industries 
and  municipalities  develop  and  demonstrate  new  methods,  procedures, 
processes  and  equipment  to  reduce  pollution.  DPAT  pays  part  of  the 
capital  and  operating  costs  of  applying  new  and  improved  abatement 
technology  to  industry.  Under  this  program,  the  federal  government 
contracts  with  individual  firms  to  develop,  test  and  demonstrate  new 
technology.  The  contractor  must  ensure  that  all  technical  details, 
patents  and  process  technologies  developed  under  DPAT  will  be  made 
available,  without  royalties  or  license  fees,  to  Canadian  organizations 
and  industries  having  similar  pollution  problems. 

The  Accelerated  Capital  Cost  Allowance  is  a  third  program  designed  to 
encourage  businesses  to  control  pollution.  Under  its  terms,  an  eligible 
taxpayer  may  deduct,  over  a  two-year  period,  the  cost  of  equipment  or 
processes  installed  for  the  prime  purpose  of  controlling  air  and  water 
pollution. 


ALBERTA  PERSPECTIVE 

Nearly  three-quarters  of  the  land  in  Alberta  is  owned  by  the  federal  and 
provincial  governments:  63  percent  by  the  province  and  10  percent  by 


the  federal  government.  Alberta  is  fairly  new  to  the  land  management 
game;  it  was  only  52  years  ago  that  the  federal  government  handed  over 
to  the  province  control  of  its  own  resources.  The  provincial  government 
plays  a  very  broad  role  in  environmental  management  and  protection, 
and  faces  important  choices  between  preservation  and  protection  on 
the  one  hand  and  the  drive  to  stimulate  a  diversified,  resource-based 
economy  on  the  other. 

The  degree  of  public  ownership  of  land  makes  the  management  of 
public  lands  a  vital  function.  In  Alberta,  as  in  Montana,  a  variety  of 
uses  compete:  agriculture,  mining,  forestry,  recreation  and  preserva- 
tion. The  government  has  channeled  some  of  its  resource  revenues 
(from  the  Heritage  Trust  Fund)  into  parks  and  environmental  pro- 
grams. For  example,  in  1980-81  nearly  $19  million  was  used  to  fund  ir- 
rigation improvements,  land  reclamation,  river  basin  development  and 
urban  parks. 

KEY  AGENCIES 

Alberta  Environment 

Alberta  Environment  is  a  large  department  with  broad  powers.  The  En- 
vironmental Protection  office  handles  pollution  control  standards, 
monitoring  and  pesticides.  The  Environmental  Engineering  Support 
Services  handles  overall  management  of  the  province's  water 
resources,  river  basin  planning  and  water  rights.  The  Environmental 
Coordination  Services  Regional  Land  Use  Branch  prevents  irreversible 
allocation  of  high  quality  agricultural,  recreational  and  high  water  yield 
lands  and  quality  waterbodies  into  incompatible  uses,  such  as  rural 
subdivision,  cottage  resort  developments  and  industrial  plant  sites.  The 
Land  Assembly  Division  must  give  approval  before  land  uses  can  be 
changed  by  owners  on  designated  environmentally  sensitive  lands. 

The  Environmental  Assessment  Division  requires  assessments  on  most 
major  energy  and  resource  development  projects,  such  as  coal  mines 
and  industrial  plants.  The  Special  Projects  Branch  undertakes  com- 
prehensive water  demand  studies.  The  Alberta  Environment  Center 
has  research  and  testing  facilities. 

Alberta  Recreation  and  Parks.  This  is  the  department  with  major 
responsibility  for  recreation  planning,  parks  planning  and  manage- 
ment. The  provincial  park  systems  in  Canada  tend  to  be  much  larger 
than  state  park  systems  in  the  United  States.  Alberta  has  about  650  pro- 
vincial parks,  enjoying  3-4  million  visitors  a  year. 

Alberta  Energy  and  Natural  Resources.  The  department's 
renewable  resources  section  coordinates  planning  and  administration 
of  public  lands.  The  section  includes  fish  and  wildlife  services,  public 
lands  forest  services  and  a  resource  evaluation  and  planning  division. 
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B.  C.  PERSPECTIVE 

Environmental  policy  in  British  Columbia  tends  to  fluctuate,  depending 
on  which  of  the  two  major  provincial  parties  is  in  power.  The  NDP 
government  of  David  Barrett  (1972-75)  was  considered  generally  "pro- 
environmental  protection.  "  For  example,  it  instituted  a  freeze  on 
farmland  sales  to  preserve  agricultural  land.  The  Social  Credit  govern- 
ment under  Premier  Bill  Bennett,  in  power  since  1975,  has  chosen  to 
revitalize  the  economy  through  exploitation  of  British  Columbia's  vast 
resource  base— a  course  that  has  led  to  a  clash  with  pro-environmental 
components  of  the  society. 

A  fairly  strong  environmental  movement  in  British  Columbia  has 
repeatedly  criticized  the  Social  Credit  Government  for  its  forestry, 
pesticide  and  hydroelectricity  policies;  Montana's  concerns  with  the 
proposed  Sage  Creek  coal  mine  in  British  Columbia  should  be  con- 
sidered in  this  context. 

Regardless  of  which  party  is  in  power,  environmental  management  and 
protection  tends  to  be  different  than  it  is  in  Montana.  Many  projects, 
for  example,  can  proceed  without  the  review  or  public  hearing  steps 
that  many  Montanans  take  for  granted.  For  example,  the  Ministry  of 
Environment  has  an  environmental  assessment  procedure,  but  it  does 
not  closely  resemble  Montana's.  It  does  not  replace  assessment  pro- 
cedures already  in  place  in  other  government  agencies;  as  well,  public 
hearings  on  many  assessments  are  held  only  at  the  discretion  of  the 
minister. 

KEY  AGENCIES 

Ministry  of  Environment 

This  is  a  powerful  ministry  with  powers  over  air  and  water  quality,  en- 
vironmental assessment,  planning  and  enforcement.  It  ensures  that 
other  government  ministries  take  into  account  such  environmental  con- 
siderations as  flood  plain  management. 

Pollution  control  objectives  are  established  for  all  municipal  and  large 
industrial  discharges.  Tax  incentives  are  used  to  encourage  adherence 
to  guidelines.  The  hearings  or  inquiries  may  be  held  at  the  minister's 
discretion. 


Cabinet  Committee  in  Environment  and  Land  Use  is  an  in- 
teragency group  that  coordinates  various  ministerial  activities  such  as 
water,  environmental  and  resource  planning. 

Environmental  Appeal  Board  is  a  new  Super '  board,  which 
consolidates  the  former  Pollution  Control  Board  and  the  Pesticide  Con- 
trol Appeal  Board.  It  is  appointed  by  the  cabinet  and  reports  to  the 
Minister  of  Environment.  Its  decision  may  be  appealed  to  the  cabinet. 
The  Pesticide  Control  Branch  regulates  and  controls  sale  and  use  of  all 
pesticides  in  the  province. 

Ministry  of  Lands,  Parks  and  Housing  administers  the 
Ecological  Reserve  Act,  which  established  103  ecological  reserves-se- 
lected to  preserve  at  least  two  representative  areas  of  each  of  the 
natural  regions  of  British  Columbia.  It  also  administers  the  Park  Act, 
which  covers  a  356-unit  provincial  park  system. 

Public  Conservation  Assistance  Fund.  Under  the  Ministry  of 
Environment,  it  annually  offers  $50,000  to  nonprofit  organizations  to 
defray  capital  costs  of  conservation  projects  such  as  lake  cleanups  and 
fish  ladders. 


SASKATCHEWAN  PERSPECTIVE 

About  68  percent  of  the  land  area  in  Saskatchewan  is  owned  and  ad- 
ministered by  the  provincial  government.  As  there  is  in  much  of 
Canada,  there  is  still  a  tremendous  amount  of  virtual  wilderness  re- 
maining in  Saskatchewan.  Partly  as  a  result  of  this,  the  Saskatchewan 
Environmental  Impact  Assessment  process  is  not  as  strongly  developed 
or  as  powerful  as  it  generally  is  in  the  United  States. 

Hunting  and  Ashing  are  important  tourist  attractions  and  recreational 
activities,  especially  in  the  northern  part  of  the  province.  Economic 
diversification  efforts  in  Saskatchewan  are  linked  to  resource  extrac- 
tion activities  that  tend  to  have  environmental  impacts,  such  as 
uranium  mining,  heavy  oil  extraction  and  coal  mining.  Thus  far, 
economic  concerns  have  tended  to  override  environmental  protection 
concerns. 
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Uranium  mining  and  processing  remains  a  major  environmental  issue, 
and  it  has  been  the  subject  of  several  major  inquiries  and  commissions. 
The  former  NDP  government  strongly  supported  uranium  develop- 
ment and  was  even  a  partner  to  development  through  one  of  its  Crown 
Corporations.  The  environmental  policy  of  the  new  Conservative 
government  (elected  in  May,  1982)  has  not  yet  been  made  clear. 

KEY  AGENCIES 

Saskatchewan  Environment 

This  department  administers  the  Environmental  Assessment  Act  and 
Ecological  Reserve  Act  which  sets  aside  rare,  endangered  and  represen- 
tative areas.  The  Environmental  Protection  Branch  deals  with  air  pollu- 
tion control  including  acid  rain  in  northern  waters.  It  regulates  the 
uranium  industry  and  deals  with  pollution  control  in  mining.  The 
Water  Management  Service  has  a  hydrology  branch,  a  water  rights 
branch  and  a  policy,  planning  and  research  branch.  They  develop 
policy  guidelines  for  resource  development  and  management.  There  is 
also  a  coal  strip  mine  reclamation  program. 

Environmental  Assessment  Secretariat.  This  is  a  new  function 
for  provincial  government.  It  screens  proposals  to  determine  the  need 
for  an  EIS,  develops  EIS  guidelines  and  reviews  the  completed 
statements,  coordinates  government  and  public  participation  and 
monitors  to  ensure  compliance  with  prescribed  mitigation.  In  1980-81, 
there  were  ongoing  EIS's  for  several  uranium  mines  and  mills,  and  for  a 
heavy  oil  project,  two  thermal  plants  and  associated  transmission  lines, 
and  coal  transport  alternatives. 

Saskatchewan  Tourism  and  Renewable  Resources  is  the 
department  responsible  for  parks,  fish  and  wildlife. 

Department  of  Intergovernmental  Affairs.  The  International 
Affairs  Section  was  involved  in  the  resolution  of  the  transborder  con- 
troversy over  the  Poplar  River  coal-fired  power  plant,  and  it  helped 
establish  the  bilateral  monitoring  committee. 


BILATERAL  ISSUES 

Canadians  have  generally  acknowledged  the  global  dimensions  and  im- 
plications of  environmental  degradation.  Environmental  policy  appears 
to  have  been  more  consistent  in  Canada  than  in  the  United  States  over 
the  past  decade,  owing  in  part  to  the  dominance  of  a  single  party  in 
Canada  and  to  the  relative  strength  of  the  civil  service  and  federal 
bureaucracy.  In  contrast  to  the  current  United  States  attitude  for  relax- 
ing pollution  standards  and  other  environmental  protection  measures 


(to  encourage  investment  and  industrial  growth),  Canada  has  main- 
tained an  official  pattern  of  increasing  stringency  combined  with 
technological  innovation. 

With  an  economy  largely  dependent  on  resource  extraction  and  de- 
velopment, Canadians  know  they  have  much  to  lose.  The  United 
States,  on  the  other  hand,  is  more  heavily  industrialized  and  geared 
toward  manufacturing,  so  the  value  of  environmental  protection  out- 
side urban  areas  and  workplaces  is  less  evident.  In  both  countries  there 
are  some  organized  pressure  groups  calling  for  reductions  in  the  scope 
and  intensity  of  pollution  regulations,  claiming  that  relaxed  standards 
will  stimulate  the  economy  and  lead  to  more  jobs. 

Canada  and  U.S.  environmental  relations  are  of  particular  importance 
because  of  geographic  proximity  and  economic  interdependence.  Cur- 
rent U.S.  policies,  including  deregulation  and  reduction  of  environmen- 
tal programs  have  the  potential  to  affect  adversely  America's  protection 
and  conservation  capability  and  its  stance  on  transboundary  resource 
and  environmental  issues.  An  overall  uneasy  climate  for  bilateral  rela- 
tions will  complicate  resolution  of  contentious  issues. 

Acid  Rain 

Canadian  officials  consider  acid  rain  their  most  important  complaint 
against  the  U.S.  The  U.S.  and  Canada  signed  a  memorandum  of  intent 
on  transboundary  air  pollution  in  August  1980,  establishing  a  program 
of  research  and  policy  development.  An  impact  assessment  group  and  a 
research  consultation  group  were  established  and  have  submitted 
several  progress  reports. 

Confidential  position  papers  were  exchanged  in  1982.  Dozens  of  scien- 
tific studies  indicate  that  sulfur  dioxide  spewed  from  smokestacks  of 
coal-burning  power  plants  in  the  U.S.  is  blowing  into  Canada,  mixing 
with  water  vapor  in  the  air  and  falling  as  rain  or  snow  to  pollute  lakes 
and  soils  in  the  northeast.  Tens  of  thousands  of  lakes  are  dead  or  dying 
as  a  result  of  acid  rain.  The  Reagan  administration,  holding  to  a  belief 
that  the  benefits  of  government  regulations  should  outweigh  the  costs 
of  implementing  them,  argues  that  more  information  is  needed  about 
how  acid  precipitation  forms,  and  how  much  prevention  will  cost 
before  it  will  commit  itself  to  an  expensive  control  program  that  would 
increase  electrical  bills  for  U.S.  customers.  About  half  (at  least)  of  the 
acid  rain  problem  in  Canada  is  believed  to  be  caused  by  U.S.  pollution 
sources,  whereas  about  25  percent  (at  most)  of  the  U.S.  problem 
originates  in  Canada. 
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Niagara  River  Area  Pollution 

Dioxin  and  other  poisonous  substances  have  been  found  in  the  river 
and  in  the  adjoining  Great  Lakes.  Most  of  the  toxic  materials  have  been 
traced  to  U.S.  sources.  Cooperative  research  and  monitoring  are  under- 
way. 

Unexpectedly  high  levels  of  toxic  chemicals  are  leaking  from  a  waste 
dump  on  the  U.S.  side  of  the  river,  threatening  the  drinking  water  of  4 
million  Canadians.  Citizen  groups  are  attempting  to  gain  legal  standing 
in  order  to  take  part  in  a  law  suit  filed  by  the  U.S.  against  Hooker/Oxy. 

Great  Lakes  Water  Quality 

One  of  the  main  questions  confronting  the  International  Joint  Commis- 
sion is  the  future  of  the  Great  Lakes  Water  Quality  Agreement.  The 
commission  has  said  its  roie  in  monitoring  a  clean-up  of  the  lakes  is 
jeopardized  by  budget  cuts,  particularly  on  the  U.S.  side  of  the  border, 
and  by  weaknesses  in  the  1978  pact.  The  1978  Great  Lakes  Water 
Quality  Agreement,  signed  November  22,  1978,  reaffirmed  the  deter- 
mination of  the  United  States  and  Canada  to  restore  and  enhance  Great 
Lakes  water  quality.  The  new  agreement  builds  upon  six  years  of  ex- 
perience under  the  original  1972  agreement. 

The  International  Joint  Commission  was  assigned  the  role  of  monitor- 
ing the  progress  of  the  two  governments  in  achieving  the  goals  and  ob- 
jectives of  the  agreement.  A  decade-long  attempt  to  improve  air  quality 
in  the  industrial  belt  around  the  Great  Lakes  has  stagnated,  according 
to  the  1982  annual  IJC  report.  Air  quality  in  the  Detroit-Windsor  and 
Sarnia  areas  has  not  improved  since  1976,  after  showing  substantial 
purification  in  the  three  previous  years,  says  the  report.  Moreover,  it 
notes  that  while  eight  major  U.S.  companies  are  still  in  violation  of  local 
air  pollution  standards,  the  only  area  to  show  an  actual  increase  in  acid 
rain-causing  emissions  is  the  petrochemical  hub  of  Sarnia  on  the  On- 
tario side.  The  agreement  reflects  increased  knowledge  about:  the 
presence  and  effects  of  toxic  and  hazardous  substances;  pollution  from 
the  air  to  the  water:  the  extent  of  land  drainage  pollution  of  the  Great 
Lakes:  and  the  technical  and  scientific  aspects  of  water  quality,  the 
understanding  of  which  has  significantly  improved  since  the  1972 
agreement  was  signed. 

The  Garrison  Diversion  Unit 

The  GDU  is  a  large-scale  irrigation  scheme  in  North  Dakota  which  may 
have  serious  water  quality  impacts  in  Manitoba.  The  issue  has  been 
taken  before  the  International  Joint  Commission,  which  has  in- 
vestigated the  issues  and  published  several  reports.  In  response  to  IJC 
recommendations,  the  project  has  been  scaled  down,  but  Saskatchewan 
authorities  are  still  concerned  that  foreign  biota  and  trash  fish  will  be 


introduced  into  the  Hudson  drainage  system  and  thereby  disrupt 
valuable  fisheries  in  Lake  Winnipeg  and  in  other  provincial  lakes. 
Many  citizens  on  both  sides  of  the  border  regard  the  GDU  as  an  un- 
necessary, pork-barrel  project. 

Skagit  River/High  Ross  Dam 

This  older  and  much  publicized  transboundary  environmental  issue 
pits  a  municipal  utility,  Seattle  City  Light,  and  its  long-held  legal  rights 
to  raise  its  High  Ross  Dam  on  the  Skagit  River  to  provide  more  low-cost 
hydroelectricity  to  booming  Seattle,  against  Canadian  environmentalist 
demands  to  save  the  wild  Canadian  portion  of  the  Skagit  Valley  from 
inundation  by  Lake  Ross. 

The  International  Joint  Commission  has  been  asked  to  reverse  or  reaf- 
firm its  earlier  decision  in  favor  of  the  dam.  A  decision  in  April  1982 
denied  British  Columbia's  request  that  the  dam  extension  be  halted, 
but  asked  Seattle  to  maintain  present  water  levels  for  one  year  while  a 
special  board  worked  for  a  mutually  acceptable  agreement  for  compen- 
sation for  flooded  lands  in  B.C. 

Poplar  River  and  Cabin  Creek 

A  Saskatchewan  power  plant  on  the  Poplar  River  has  aroused  concern 
in  the  state  of  Montana,  where  downstream  irrigators  and  communities 
are  affected  by  water  quality  impacts.  The  Cabin  Creek  issue  involves  a 
proposed  coal  mine  project  in  southwestern  British  Columbia,  which 
could  have  serious  impacts  on  the  Flathead  drainage  basin  and  Flathead 
Lake.  Both  of  these  issues  are  covered  in  detail  later  in  this  Handlwok. 

Milk  River 

The  Milk  River  crosses  the  Canadian  border  twice  after  it  rises  in  Mon- 
tana. Under  a  provision  of  the  Boundary  Waters  Treaty  between  the 
U.S.  and  Canada,  both  countries  have  the  right  to  use  a  portion  of  the 
river  for  irrigation  and  other  consumptive  uses.  To  date,  the  Province 
of  Alberta  has  declined  to  exercise  this  right,  but  plans  to  in  the  near 
future  to  develop  its  agricultural  resources.  This  development  will 
come  at  a  time  when  irrigators  on  the  Montana  side  of  the  border  are 
likely  to  face  a  serious  water  shortage.  A  diversion  project  to  transfer 
water  from  Tiber  Dam  on  the  Marias  River  to  Fresno  Reservoir  in  the 
Milk  River  drainage  is  already  under  consideration.  Negotiations  be- 
tween Montana  and  Alberta  will  probably  be  required  in  the  near 
future,  and  if  they  become  controversial,  the  federal  governments  of 
both  countries  are  likely  to  become  involved. 

Waterton-Glacier  International  Peace  Park 

The  United  States  Congress  and  the  Canadian  Parliament  established 
Waterton-Glacier  as  the  first  international  peace  park  in  the  world.  It 
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symbolizes  the  bonds  of  peace  and  friendship  between  the  people  of  the 
United  States  and  Canada  and  recognizes  no  boundaries,  only  the  bond 
of  natural  unity.  The  Peace  Park,  fifty  years  after  its  creation,  remains 
for  the  most  part  only  a  symbol,  despite  the  concerted  efforts  of  perti- 
nent Alberta  and  Montana  Chapters  of  Rotary  International,  the  Inter- 
national Peace  Park  Association,  and  the  respective  administrations  of 
the  two  national  parks  to  forge  a  genuine  international  enclave  that 
recognizes  the  unity  and  integrity  of  the  ecosystem. 

In  June  of  1976,  Glacier  National  Park  was  selected  as  a  biosphere 
reserve  and  in  April  of  1979,  Waterton  Lakes  National  Park  received 
the  same  designation  under  a  program  known  as  Man  and  the 
Biosphere  (MAB).  MAB  was  launched  in  November  of  1971  by 
UNESCO  with  an  aim  to  provide  scientific  knowledge  and  trained  per- 
sonnel to  deal  with  such  studies  as  the  impact  of  humanity  on  the  en- 
vironment, the  repercussions  of  environmental  modifications  on 
humans,  conservation  and  biosphere  reserves.  This  program  designates 
specific  land  areas  that  are  representative  examples  of  landscapes,  each 
with  their  characteristic  plants,  animals  and  human  uses.  These 
biospheres  demonstrate  how  renewable  resources  can  be  utilized 
within  their  productive  capacity,  help  advance  the  achievement  of  sus- 
tainable development,  and  conserve  the  natural  characteristics  of  the 
landscape.  The  goals  of  MAB's  biosphere  reserves  are  to  create  a  net- 
work of  the  world's  main  ecological  systems,  and  to  show  different 
adaptations  that  occur,  either  naturally  or  through  human  use. 

Biosphere  reserves  are  not  part  of  a  federally  controlled  program,  but  a 
federal  agency  may  become  involved  if  the  land  is  under  federal 
jurisdiction.  MAB  operates  through  committees  that  coordinate  its  ac- 
tivities: committees  have  been  established  in  100  countries.  These  na- 
tional committees  are  composed  of  scientists  (usually  from 
universities),  representatives  of  public  and  private  environmental 
groups,  and  local  populations.  Every  two  years,  the  International  Coor- 
dinating Council,  consisting  of  representatives  of  30  countries,  meets  to 
review  and  evaluate  the  MAB  program.  This  organization  is  the  main 
fwlicy-making  body;  a  small  secretariat  provides  the  coordination  at  the 
international  level. 

From  June  22  through  June  25,1982,  Parks  Canada  and  the  U.S.  Na- 
tional Park  Service  sponsored  a  symposium  in  Kalispell,  Montana  en- 
titled "Towards  the  Biosphere  Reserve:  Exploring  Relationships  bet- 
ween Parks  and  Adjacent  Lands".  This  conference  drew  a  wide  range 
of  speakers  who  addressed  varied  aspects  of  the  Waterton  and  Glacier 
reserves.  Each  speaker  approached  subjects  from  the  basis  of  the  park's 
single  ecosystem. 
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TRANSPORTATION 


PERSPECTIVE 

The  desire  to  maintain  the  49th  Parallel  intact— to  prevent  a  north- 
south  course  of  continental  development— has  shaped  the  history  of 
Canadian  transportation.  Since  the  time  of  Confederation,  the  federal 
government  has  been  instrumental  in  building  and  financing  essential 
components  of  the  pan-Canadian  transportation  system.  The  Inter- 
colonial Railway  was  one  of  the  first  undertakings  of  the  new  Canadian 
nation  following  confederation  in  1867.  The  transcontinental  rail 
system  was  extended  to  the  Pacific  coast  in  fulfillment  of  a  commit- 
ment to  British  Columbia.  Today  the  country  has  a  highly  developed, 
multi-modal  system  that  contributes  significantly  to  the  east-west 
economic  and  political  unity  of  the  country.  The  transcontinental 
railways.  Air  Canada,  the  network  of  pipelines,  the  Trans-Canada 
Highway  and  the  St.  Lawrence  Seaway  stand  as  symbols  of  achieve- 
ment of  one  of  the  fundamental  objectives  of  the  Fathers  of  Confedera- 
tion—the extension  and  consolidation  of  the  Canadian  common  market 
from  coast  to  coast. 

Completion  of  the  coast-to-coast  rail  line  in  1885  provided  substantive 
meaning  to  the  country's  motto:  A  MARI  USQUE  AD  MARE  (from  sea 
to  sea).  Transportation  has  served  a  crucial  role  in  nation  building  and 
the  political  integration  of  Canada's  large  and  disparate  provinces  as 
well  as  in  the  country's  economic  development.  It  has  facilitated  inter- 
provincial  trade  and  forestalled  excessive  dependence  upon  U.S.  and 
other  foreign  markets.  Modern  air  transportation  and  the  extension  of 
regional  rail  spurs  have  served  to  open  the  isolated  and  resource-rich 
areas  of  the  Canadian  North  to  the  more  developed  and  densely 
populated  areas  near  the  southern  border. 

The  history  of  transportation  in  Canada  provides  an  impressive  list  of 
undertakings.  Many  of  these  required  the  coordination,  planning,  and 


financial  backing  of  all  the  country's  regions,  with  the  federal  govern- 
ment playing  a  key  managerial  role.  Examples  include  early  canal  con- 
struction, the  building  of  the  Canadian  Pacific  and  the  Canadian  Na- 
tional (two  of  the  largest  rail  systems  in  the  world),  the  establishment  of 
Air  Canada,  the  Trans-Canada  Highway  and  the  St.  Lawrence  Seaway. 

Today,  Canadians  have  a  higher  degree  of  dependence  on  their 
transportation  system  than  do  most  other  people  in  the  Western  world. 
Canadians  are  a  very  mobile  people;  ranking  second  in  terms  of 
distance  travelled  per  capita. 

Canada  is  a  major  world  trader  with  about  one-fifth  of  its  domestic  pro- 
duction being  sold  in  foreign  markets.  The  country  exports  large 
volumes  of  resource  products  (e.g.,  grains,  potash  and  sulphur),  pro- 
cessed goods  (e.g.,  pulp  and  metals)  and  manufactured  products  (e.g., 
automobiles,  newsprint  and  farm  machinery);  it  also  imports  large 
amounts  of  foodstuffs  and  manufactured  goods.  To  maintain  and  im- 
prove Canada's  trading  position  requires  a  modern  and  efficient 
transportation  system. 

When  expressed  in  terms  of  ton-kilometres  per  capita,  Canada's 
transportation  of  produce  is  the  highest  in  the  Western  world.  This 
reflects,  in  part,  the  movement  of  natural  resource  products  to  distant 
markets.  Canada  has  the  longest  distance  to  tidewater  of  any  major  coal 
exporter. 

As  a  result  of  heavy  reliance  on  transportation,  it  is  not  surprising  that 
Canada  spends  relatively  more  on  transportation  than  do  most  if  not  all 
of  the  other  industrialized  countries.  In  recent  years,  it  has  been 
estimated  that  total  transportation  expenditures  have  accounted  for 
about  12  percent  of  the  Gross  National  Product.  Expenditures  on  this 
scale  have  naturally  been  a  major  economic  stimulus,  as  well  as  a  heavy 
cost,  for  the  economy.  Cities  such  as  Montreal,  Winnipeg,  Vancouver, 
Halifax  and  Saint  John  depend  on  the  transportation  sector  for  much  of 
their  economic  vitality.  Other  communities,  especially  those  in  remote 
locations,  are  similarly  dependent. 

Canada's  current  transportation  system  is  composed  of  large-scale 
public  and  private  enterprises,  including  provincially  run  companies 
and  federal  Crown  Corporations.  The  Canadian  National  Railway  (CN) 
is  the  country's  largest  public  utility.  The  Canadian  Pacific  Railway 
(CP)  is  Canada's  largest  private  corporation.  Both  CN  and  CP  are  highly 
diversified,  with  extensive  operations  in  trucking,  real  estate,  hotels, 
and  the  petroleum  industry.  British  Columbia  has  two  provincially 
owned  and  operated  railroads,  B.C.  Railway  and  the  B.C.  Hydro 
Railway,  both  of  which  provide  bulk  commodity  freight  links  between 
the  province's  coal  and  mineral  developments  and  coastal  port 
facilities.    The    Northern    Alberta    Railway,    the   Alberta    Resources 
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Railway,  and  the  Great  Slave  Lake  Railway  serve  the  freight  transporta- 
tion needs  and  the  energy  industry  of  Alberta.  Canada  has  two  subway 
systems,  one  in  Montreal  (15  mi.)  and  the  other  in  Toronto  (35  mi.). 

Canada  has  no  road  network  corresponding  to  the  U.S.  interstate 
highways.  The  populated  sections  of  Canada  are  well  supplied  with 
highways  and  roads,  but  vast  areas  of  the  sparsely  settled  Western 
provinces  are  without  roads  of  any  kind.  There  is  less  truck  hauling 
than  in  the  U.S.,  and  mountain  passes  are  particular  bottlenecks.  Ac- 
cess to  outlying  settlements  often  is  by  roads  built  and  maintained  by 
logging  and  mining  companies,  although  these  are  generally  not  for 
public  use. 

Air  transport  is  tremendously  important  in  Canada.  From  January  1970 
to  December  1979,  the  number  of  civil  aircraft  more  than  doubled. 
Four  major  airlines— Air  Canada,  Canadian  Pacific  Airlines,  Pacific 
Western  and  Nordair— form  the  nucleus  of  domestic  freight  and 
passenger  service.  A  number  of  other  major  domestic  air  carriers 
operate  scheduled  commercial  services,  and  some  500  small  airlines 
operate  non-scheduled  services,  many  of  them  to  parts  of  Canada  inac- 
cessible by  any  other  means. 

Pipelines  are  another  major  element  in  Canada's  transportation  net- 
work. Oil  and  gas  pipelines  account  for  about  one-quarter  of  intercity 
freight  ton-miles.  Crude  oil  is  moved  through  18,000  miles  of  pipeline 
from  oil  fields  in  Alberta,  Saskatchewan  and  Manitoba  to  eastern 
refineries.  There  are  oil  and  gas  pipelines  connecting  Alaska  and  the 
Yukon  with  the  lower  mainland  of  British  Columbia  and  the  Pacific 
Northwest,  and  lines  from  Alberta  to  California  and  the  midwestern 
U.S.  Natural  gas  is  transported  as  far  east  as  Montreal  via  pipeline,  and 
extensions  are  planned  to  link  the  Maritime  provinces  to  Canada's 
western  and  Arctic  gas  reserves. 

While  the  construction  of  all  interprovincial  and  international  pipelines 
in  Canada  has  been  financed  by  the  private  sector,  the  federal  govern- 
ment has  been  active  in  regulatory  and  licensing  policy,  ensuring  that 
the  required  pipelines  are  built  at  such  a  time  and  in  such  a  manner  as 
to  meet  the  general  needs  of  the  country.  Thus  far  the  federal  govern- 
ment has  ensured  an  east-west  development  of  the  pipelines  and  the 
provision  of  domestic  fossil  fuels  to  most  regions  of  the  country. 

INFRASTRUCTURE 

Railroads 

The  Canadian  National  Railway  (CN),  established  by  the  federal 
government  as  a  Crown  Corporation  in  1922,  was  an  amalgamation  of 
several  financially  troubled  rail  systems  into  one  integrated  transcon- 
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tinental  system.  CN  currently  operates  the  longest  trackage  in  Canada 
with  approximately  10,720  kilometres  of  mainline  track,  and  serves  all 
10  provinces  plus  the  Great  Slave  Lake  region  in  the  Northwest  Ter- 
ritories. With  some  70,000  employees  and  over  $6  billion  in  assets,  CN 
is  Canada's  largest  Crown  Corporation. 

The  distressed  takeover  pattern  of  CN's  expansion  continued  through 
the  1960s.  Nation  building,  jobs,  and  the  subsidization  of  grain  exports 
and  fledgling  or  otherwise  disadvantaged  industries  were  more  impor- 
tant goals  than  turning  a  profit.  Until  1977,  all  net  revenues  were 
turned  over  to  the  government,  so  there  was  no  real  incentive  for  CN's 
managers  to  think  about  profitability.  During  its  first  49  years  of  opera- 
tion, CN  earned  a  profit  only  nine  years,  five  of  which  were  during 
World  War  II.  In  recent  years,  the  corporation  has  lost  about  $300 
million  per  year  in  transporting  grain.  When  other  business  slacked  off, 
the  deficit  worsened. 

The  current  trend  at  CN  is  to  streamline  all  operations  to  become  com- 
petitive and  earn  profits.  Expense  accounts  and  capital  spending  have 
been  slashed  under  new  management.  CN's  non-rail  operations  have 
been  segregated  from  the  railway  as  CN  Enterprises.  The  effects  of  sub- 
sidized freight  rates  have  been  studied  and  recommendations  for  rate 
hikes  have  been  issued  to  Parliament.  The  corporation's  directors  are 
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striving  to  make  CN  conform  to  the  rigors  of  competition,  and  they 
believe  the  railroad  should  not  be  required  to  provide  local  employ- 
ment without  consideration  of  costs. 

The  Canadian  Pacific  Railroad  (CP)  was  incorporated  by  an  act  of  the 
Dominion  of  Canada  in  1881.  The  company  was  by  and  large  the  crea- 
tion of  British  capital,  but  by  1965  most  of  its  owners  resided  in 
Canada.  Under  the  terms  of  its  original  contract  to  build  a  transcon- 
tinental rail  line,  CP  received  25  million  acres  of  Crown  land.  From  this 
substantial  base  the  company  has  grown  into  Canada's  largest  diver- 
sified private  corporation  with  extensive  international  connections.  In 
1980,  the  company  had  assets  in  excess  of  $13  billion,  net  earnings  of 
over  $583  million  and  well  over  120,000  employees. 

CP's  natural  resource  and  non-transport  activities  are  grouped  under 
the  rubric  of  Canadian  Pacific  Enterprises.  Canadian  Pacific  Ltd.  in- 
cludes the  railway  as  well  as  a  coast-to-coast  trucking  service,  a 
telecommunication  network  |in  partnership  with  CN|,  one  of  Canada's 
major  domestic  and  international  airlines,  and  container  and  other  bulk 
cargo  vessels. 

Via  Rail  Canada  was  incorporated  in  1977  with  a  mandate  to  revitalize 
passenger  rail  services  in  Canada  through  efficient  management  and  a 
larger  marketing  program.  The  main  impetus  behind  Via  was  to  reduce 
the  financial  burden  of  passenger  service  on  the  federal  government. 
Via  functions  as  an  autonomous  Crown  Corporation  under  contract 
with  the  government.  Via  contracts  with  railways  (such  as  CN,  and  CP) 
for  the  operation  of  trains.  The  new  corporation  integrated  passenger 
rail  staffs  of  both  CN  and  CP  under  a  single  administration:  it  currently 
employs  over  4,000  people. 

The  passenger  service  agency  has  faced  increasing  criticism  in  the  last 
few  years,  because  it  has  not  been  able  to  live  up  to  the  government's 
expectation  of  substantial  cost  savings.  According  to  a  1982  review  by 
Canada's  Auditor  General:  ".  .  .allowing  Via  to  continue  to  operate 
with  its  present  high  level  of  independence,  without  clearly  defining 
both  a  role  for  railway  passenger  services  in  a  multimodal  context  and 
an  accountability  framework  for  all  the  participants  of  the  program,  en- 
fails  a  serious  financial  risk  to  the  Canadian  taxpayer.  " 

According  to  the  auditor,  Via's  operating  losses  have  exceeded 
estimates,  despite  revisions  in  those  estimates  in  1978  and  1981.  As  a 
result,  federal  subsidies  now  exceed  $50  for  every  fare-paying 
passenger  on  the  railway.  None  of  the  payments  from  Transport 
Canada  to  Via  have  been  fully  audited,  and  the  ministry  has  never  ob- 
tained information  on  planned  vs.  actual  financial  and  operating  ex- 
penses from  Via  covering  all  the  company's  services  for  any  one  year. 


Transport  Canada  has  no  independent  way  of  determining  the  cost  ef- 
fectiveness of  any  of  VIA's  requests  for  funding  for  capital  projects,  or 
even  knowing  whether  all  the  extra,  downstream  costs  have  been  in- 
cluded in  any  VIA  funding  request.  Transport  Canada  did  not  use 
finances,  operations  and  marketing  information  available  from  the 
Canadian  Transport  Commission  when  it  created  Via. 

Via  services  were  curtailled  20  percent  last  year,  including  the  shut- 
down of  CN's  supercontinental  service  from  Nova  Scotia  to  Vancouver 
via  Jasper,  Alberta,  and  Kamloops,  B.C.  Many  railroad  workers  were 
forced  into  retirement  and  many  communities  were  left  without  daily 
service.  Critics  of  the  cutback  noted  that  while  Canada's  CANDU 
nuclear  technology  is  marketed  abroad  with  subsidies  and  credits  to 
foreign  customers,  the  government  has  not  been  able  to  maintain 
(much  less  expand)  a  domestic  passenger  rail  system. 

Airlines 

The  federal  government  was  the  first  in  the  world  to  establish  and 
maintain  a  coast-to-coast  air  service.  Established  in  1937  as  a  Crown 
Corporation,  the  Trans-Canada  Air  Lines  (TCA)  was  directed  to  operate 
interurban  air  mail  and  passenger  services  to  meet  both  domestic  and 
international  requirements.  The  post-war  years  brought  about  a  rapid 
expansion  in  TCA,  renamed  Air  Canada  in  1964. 

At  present,  Air  Canada  maintains  passenger,  mail  and  commodity  ser- 
vices over  a  network  extending  to  at  least  55  destinations  in  Canada, 
the  United  States,  Europe,  Bermuda  and  the  Caribbean.  Air  Canada  is 
among  the  world's  largest  airlines.  The  net  assets  of  the  company  are 
approximately  $100  million;  employment  in  1980  amounted  to  over 
20,500.  Its  headquarters  are  in  Montreal. 

While  a  company  such  as  Air  Canada  could  have  eventually  developed 
from  private  initiatives,  the  actions  of  the  public  sector  resulted  in  its 
development  at  an  earlier  date,  providing  the  country  with  another 
means  of  expanding  and  strengthening  the  Canadian  common  market. 

CP  Air  is  a  subsidiary  of  Canadian  Pacific  Ltd.  with  annual  operating 
revenues  averaging  $500  million.  Headquartered  in  Vancouver,  B.C., 
CP  Air  has  regular  flights  to  the  Far  East,  Europe.  Latin  America,  and 
the  United  States.  The  airline  also  maintains  extensive  interior  services 
and  numerous  transcontinental  flights. 

Pacific  Western  Airlines  Ltd.  of  Calgary  (PWA)  is  Canada's  largest 
regional  carrier  with  a  network  concentrated  in  the  four  western  prov- 
inces, and  including  service  to  the  Arctic  as  well  as  to  Toronto.  PWA  is 
the  largest  advance  booking  charter  operator  in  Canada,  running  more 
flights  and  carrying  more  passengers  than  any  other  airline.  PWA  is 
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owned  by  the  Alberta  government,  but  the  province  neither  lends 
money  to  the  company  nor  guarantees  its  borrowings.  Management  of 
the  airline  is  left  to  an  eleven-member  board  of  directors. 

Reduced  air  traffic  during  the  recession  has  cut  into  the  company's 
profitability,  since  the  two  trunk  carriers,  CP  Air  and  Air  Canada,  pro- 
vide stiff  competition  for  major  inter-city  flights.  PWA  has  recently  cut 
the  number  of  its  aircraft  in  service  and  has  requested  that  it  be  allowed 
to  run  more  non-stop  flights  and  to  reduce  its  service  to  intermediate 
points  and  certain  routes  altogether.  Despite  the  downturn  in  traffic, 
however,  the  airline  faces  a  bright  future.  Bilateral  negotiations  over 
U.S.-Canadian  routes  may  result  in  an  extension  of  PWA  service  to 
Reno,  Denver  and  Las  Vegas,  and  the  company  expects  to  introduce 
new  Boeing  767  aircraft  (with  twice  the  passenger  capacity  of  the  737) 
as  soon  as  traffic  density  improves. 

Nordair  and  Eastern  Provincial  Airways  are  regional  carriers  for 
Quebec  and  the  Maritime  provinces. 

Ports 

Vancouver  remains  a  world-class  port,  vital  to  the  Prairie  and  B.C. 
economies,  but  it  is  beset  with  periodic  labor  troubles  and  strikes.  Its 
coal-handling  facilities  are  being  expanded  to  allow  greater  exports 
from  southeast  B.C.  to  Japan.  Prince  Rupert,  on  the  northwest  coast  of 
B.C.  |500  miles  north  of  Vancouver),  is  also  poised  for  a  tremendous  ex- 
pansion. Several  Prairie  farm  cooperatives  and  the  Alberta  government 
are  helping  to  expand  the  port's  grain-handling  capacity  to  reduce 
reliance  on  the  "bottleneck  "  Vancouver  facilities  and  to  speed  up 
shipments  to  overseas  markets.  A  new  coal  terminal  will  handle  coal 
shipments  to  Japan  from  the  northeast  region,  and  a  new  $3  million 
natural  gas  liquifaction  plant  is  being  built  to  ship  B.C.  and  Alberta 
natural  gas  to  Japan  by  1986. 

Road  Transport 

The  motor  vehicle  remains  the  principal  means  of  passenger  transpor- 
tation in  Canada.  There  are  roughly  10  million  registered  cars  and 
about  3  million  trucks.  The  motor  carrier  freight  industry  employs  over 
100,000  people.  Since  1976,  motor  carrier  freight  revenues  have  sur- 
passed those  from  railway  freight.  Funding  for  and  jurisdiction  over 
Canada's  highways  is  shared  by  federal  and  provincial  governments. 
Provincial  and  municipal  governments  are  responsible  for  urban 
transportation,  although  the  federal  government  has  established  an  Ur- 
ban Transportation  Assistance  Fund.  Federal  authorities  also  establish 
motor  vehicle  safety  standards;  provincial  governments  are  responsible 
for  vehicle  registration  and  the  regulation  of  motor  vehicle  traffic. 


Every  province  except  Ontario  has  compulsory  insurance  laws,  and  all 
maintain  an  unsatisfied  judgment  fund  (called  the  Motor  Vehicle  Acci- 
dent Claims  fund  in  Alberta).  In  British  Columbia,  seat  belts  must  be 
used  at  all  times  in  vehicles  made  since  1965.  The  driver  is  responsible 
for  ensuring  that  pasengers  aged  6-15  buckle  up,  and  safety  inspections 
are  required  for  50-70  percent  of  all  motor  vehicles.  In  Saskatchewan, 
registration  of  cars  is  required,  proof  of  financial  responsibility  is  re- 
quired, and  all  accidents  entailing  $200  or  more  damage  must  be 
reported.  Alberta  allows  nonresidents  up  to  six  months  to  register  their 
vehicles. 

In  the  first  half  of  the  20th  century,  the  federal  government  helped  fund 
construction  of  a  number  of  provincial  roads  that  could  later  be  joined 
into  an  interprovincial  trunk  system.  During  the  Second  World  War, 
the  need  for  a  Trans-Canada  Highway  become  obvious. 

Begun  in  1950,  this  enormous  undertaking  was  eventually  completed  at 
a  cost  of  $1.4  billion;  the  federal  government  contributed  $900  million. 
The  Trans-Canada  Highway  is  testimony  to  what  can  be  achieved  by 
pooling  the  wealth  and  energy  of  the  nation.  Without  this  cooperative 
federalism,  the  development  of  the  Canadian  market  would  have  been 
severely  hindered  and  east-west  links  would  have  been  inadequate  to 
meet  national  needs  and  objectives. 

POLICY  TRENDS 

Over  the  next  decade,  there  will  be  a  very  heavy  demand  for  additional 
investment  in  the  transportation  system.  Air  travel  is  expected  to 
record  the  most  rapid  growth  in  trips,  followed  by  rail,  bus,  autos. 
Private  autos  will  continue  to  dominate  intercity  travel,  thus  exerting 
heavy  pressure  for  new  roadways.  Recent  estimates  indicate  that  in- 
vestment requirements  for  the  1978  to  1990  period  may  exceed  $30 
billion,  or  almost  $3  billion  per  year.  This  figure  is  exclusive  of  the 
amounts  required  for  new  and  extended  pipelines. 

This  is  a  formidable  investment.  Moreover,  during  the  next  five  to  ten 
years  capital  markets  may  be  very  tight,  forcing  major  projects  in 
Canada  to  compete  for  scarce  funds.  Also,  the  transportation  sector 
may  not  attract  significant  private  investment  because  of  its  historically 
low  profitability,  high  risks  and  the  prospect  of  better  profits 
elsewhere.  As  a  result  of  these  factors,  government  participation  on  an 
intensive  scale  may  be  required  to  ensure  that  the  transportation 
system  keeps  pace  with  national  and  regional  growth.  Extensive  coor- 
dination and  cooperation  among  governments,  probably  facilitated  by 
the  federal  government,  will  be  necessary  to  ensure  that  these  in- 
vestments make  the  maximum  possible  contribution  to  an  integrated 
transportation  system. 
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The  use  of  liquefied  natural  gas  (LNG)  tankers  in  the  high  Arctic  is  be- 
ing considered  to  deliver  gas  to  European  and  other  foreign  markets. 
Decisions  regarding  the  development  of  Arctic  gas  will  have  substantial 
impacts  on  Canada's  shipping  and  pipeline  construction  industries.  As 
one  Canadian  official  said  recently:  'We'll  tame  the  Arctic  in  10  years, 
making  it  a  domestic  ocean.  It  has  the  potential  to  be  for  Canada  what 
the  space  program  was  for  the  U.S." 

Transport  equipment  companies  are  encountering  severe  marketing 
problems  overseas,  despite  the  fact  that  Canadian  firms  have 
developed  technologies  especially  adapted  to  rough  weather  conditions 
and  terrain.  Foreign  competition  and  trade  policies  have  provided  the 
rationale  for  joint  participation  by  the  public  and  private  sectors  to  im- 
prove Canada  s  position  as  a  supplier  in  the  world  market. 

The  National  Transportation  Act  (1967)  encouraged  greater  reliance  on 
competitive  as  opposed  to  regulatory  forces  in  the  evolution  of  the 
transport  system.  Industry  leaders  expect  that  improvements  in  effi- 
ciency resulting  from  increased  use  of  computers  will  help  Canadian 
airlines,  railroads,  and  trucking  firms  maintain  their  share  of  domestic 
and  international  markets.  Transport  Canada  planners  forecast, 
however,  that  labor  productivity  in  the  1980s  will  grow  by  only  one 
percent  a  year. 

The  recession  has  hurt  all  trucking  firms,  but  especially  the  smaller 
operators.  The  reduced  amount  of  goods  being  shipped  has  forced 
down  rates,  while  transport  taxes  and  fuel  rates  remain  high.  The  ef- 
fects of  deregulation  (which  Canada  may  pursue  as  a  policy  in  the  near 
future)  could  include  a  further  concentration  in  the  industry,  rather 
than  fostering  increased  competition. 


KEY  AGENCIES 

Transport  Canada 

Transport  Canada  is  the  federal  agency  that  serves  the  function  of 
overall  coordination  and  regulation  of  transportation  systems  to  ensure 
maximum  safety  and  efficiency.  The  agency  supports  the  government's 
goals  in  economic  development,  environmental  protection,  energy  use 
and  production  and  Canadian  sovereignty.  Transport  Canada  manages 
an  interdepartmental  panel  of  17  federal  agencies  engaged  in  research 
and  development. 

Transport  Canada's  Office  of  the  Grain  Coordinator  operates  under  a 
federal  directive  to: 

•      increase  system  capacity  to  meet  a  50  percent  increase  in  exports 
by  1985: 


•  ensure  that  prairie  grain  moves  to  domestic/export  positions 
promptly  and  efficiently: 

•  secure  the  cooperation  and  participation  of  industry; 

•  plan  to  meet  export  objectives; 

•  keep  all  parties  informed  of  developments  in  grain  transportation, 
and 

•  allocate  the  fleet  of  rail  cars,  including  those  dedicated  to  grain 
transport  by  CN  and  CP,  Government  of  Canada  rail  cars,  Wheat 
Board  cars  and  industry-owned  cars. 

Transport  Canada  also  regulates  and  serves  civil  aviation,  providing 
registration  and  licensing  of  aircraft  and  licensing  of  personnel;  it 
operates  a  number  of  harbor  facilities  and  ferry  services  as  well. 

Canadian  Transport  Commission  (CTC) 

The  CTC  exercises  jurisdiction  under  several  acts,  such  as  the  Railway 
Act,  Aeronautics  Act  and  Transport  Art.  Under  the  Railway  Act,  the 
commission  has  jurisdiction  over  construction,  maintenance  and  opera- 
tion of  railways,  subject  to  legislative  authority  of  Parliament.  The  com- 
mission acts  as  court  of  record;  its  decisions  are  binding  within  its 
jurisdiction  and  can  only  be  appealed  to  the  Supreme  Court  of  Canada. 

Except  for  certain  statutory  rates,  and  subject  to  certain  powers  to  deal 
with  rates  judged  to  be  contrary  to  the  public  interest,  railways  are  free 
to  establish  rates  in  accordance  with  market  forces.  This  power  is  con- 
strained between  a  minimum,  compensatory  limit,  and  an  upper  limit 
that  guides  a  shipper  when  no  alternative,  effective  and  competitive 
service  is  available  by  a  common  carrier  other  than  a  rail  carrier.  The 
agency  is  further  responsible  for: 

economic  regulation  of  commercial  air  services; 
advising  the  Transport  Minister  on  matters  relating  to  civil  avia- 
tion; 

regulating  Canadian  air  services  within  the  country  and  abroad; 
bilateral  negotiations  for  exchange  of  traffic  rights: 
issuing  regulations  concerning  licenses,  tariffs,  classification,  ser- 
vice schedules,  statistical  reporting,  and 

•  participating  in  international  conferences  and  organizations. 

DOMESTIC  ISSUES 

Railroads  and  Rates 

Not  unlike  Montana,  the  Western  provinces  are  relatively 
isolated— especially  landlocked  Alberta  and  Saskatchewan— and  thus 
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are  dependent  on  a  small  number  of  transportation  links.  The  Western 
Canadian  economy  has  historically  been  based  on  export  of  a  small 
number  of  natural  resource  commodities— wheat,  oil  seeds  and  forest 
products— and  these  are  "bulk"  commodities  dependent  on  rail 
transportation. 

The  rise  of  the  "New  West,"  one  of  the  most  important  recent 
developments  in  Canada,  has  seen  the  regional  economy  rapidly  ex- 
pand and  diversify,  a  trend  that  is  expected  to  continue  during  the 
1980s.  This  has  been  accompanied  by  a  shift  in  political  power  to  the 
Western  provinces.  Much  of  the  New  West's  wealth  is  derived  from 
royalties  and  export  revenues  generated  by  resource  extraction.  Grain 
and  forest  products  remain  crucial,  but  other  resources— oil,  natural 
gas,  potash,  coal  and  sulphur— have  actually  fueled  the  Wests  growth. 

Two  other  factors  are  important:  the  increased  effort  by  Canada  at 
worldwide  marketing  of  these  natural  resources,  often  competing  with 
Montana  and  western  U.S.  products  (e.g.,  coal,  forest  products,  grain, 
livestock];  and  the  activist  roles  (relative  to  the  U.S.)  of  the  federal  and 
provincial  governments  in  promoting  trade  and  helping  to  finance  and 
build  the  new  infrastructure  (railways,  port  facilities,  new  towns, 
roads)  to  accommodate  resource  development  and  expand  export 
capacity. 

Railway  expansion  is  considered  by  many  as  Canada's  "missing 
megaproject."  Despite  the  country's  needs,  neither  the  federal  govern- 
ment (burdened  with  deficits),  nor  farmers  (caught  in  a  cost-price 
squeeze),  nor  the  railways  (short  of  capital),  can  afford  to  pump  money 
into  an  expanded  grain  and  commodities  transportation  system.  The 
recession  has  meant  lower  traffic  levels  and  lower  revenues,  and  a 
serious  crunch  in  rail  capacity  looms  on  the  short-term  horizon.  Sudden 
upsurges  in  demand  for  grain  hauling— which  are  predicted— will 
overload  an  already  crowded  capacity  and  could  result  in  "mainline 
queuing,  "  a  serious  back-up  of  trains.  An  estimated  $18  billion  is  need- 
ed to  expand  and  maintain  Canada's  rail  lines,  but  with  traffic  down  by 
20-30  percent  and  capital  spending  at  a  standstill,  the  investment 
sources  are  unknown.  Slurry  pipelines  have  been  proposed  for  the 
movement  of  bulk  commodities  in  Western  Canada  as  a  way  of  freeing 
existing  rail  capacity. 

Much  of  the  CPR  and  CNR  lines  and  stock  in  the  West  are  fairly  old, 
with  limited  capacity.  Many  of  the  lines  are  single-track,  especially 
through  the  mountains.  The  facilities  are  generally  considered  to  be  in- 
adequate to  handle  the  increased  movement  of  Western  resources  later 
this  decade.  A  "quantum  leap  "  in  railway  development  is  needed— 
e.g.,  double-tracking  through  the  B.C.  mountains.  The  stumbling  block 


is  finding  someone  to  pay  for  these  improvements:  the  railways,  pro- 
ducers or  governments.  Crucial  to  understanding  this  question  is  the 
Crow  Rate. 

The  Crow  Rate  is  a  bargain  struck  between  the  CPR  (and  later  the  CNR) 
and  the  federal  government  in  1897.  The  federal  government  agreed  to 
subsidize  a  railway  through  the  then  lucrative  mining  area  of  the 
Crow's  Nest  Pass  in  southern  B.C.  In  return,  six  grains  (primarily 
wheat)  were  to  move  by  the  railways  at  a  fixed  rate  in  perpetuity.  It 
costs  no  more  to  ship  100  pounds  of  grain  700  miles  from  Saskatchewan 
to  a  Great  Lakes  port  than  it  does  to  send  a  letter  the  same  distance. 

The  Crow  Rate  has  in  the  past  benefited  the  West  by  encouraging  in- 
creased grain  production.  Producers  today  pay  only  about  20  percent  of 
the  actual  shipping  cost  having  been  protected  against  rate  increases 
since  1897. 

However,  there  is  also  widespread  belief  that  the  statutory  rate  has 
negative  effects.  By  encouraging  the  bulk  shipment  of  the  grains  out  of 
the  Prairie  region,  the  Crow  Rate  may  have  discouraged  crop  diver- 
sification and  agricultural  processing  in  the  West.  The  subsidized  rate 
applies  only  to  unprocessed  grain;  producers  of  milled  and  processed 
materials  have  had  to  pay  higher  fixed-percentage  rates  for  eastbound 
shipments,  thus  making  it  hard  for  them  to  compete  with  producers  in 
Central  Canada. 

The  grain  haulage  subsidy  has  also  discouraged  investment  in  Western 
Canada's  dilapidated  railway  network,  penalized  other  freight  haulers 
and  caused  severe  financial  strains  for  the  railway  companies.  In 
1981-82,  the  railways  lost  an  estimated  $651  million  hauling  grain.  As 
the  railway  revenue  shortfall  grew  in  the  1960s  and  1970s,  railways 
lacked  the  financial  resources  for  effective  maintenance  of  the  system; 
it  is  estimated  that  between  1981  and  1991,  $13  billion  of  investment 
will  be  required  in  the  western  part  of  the  national  rail  system. 

The  federal  government  pays  a  "branch  line  subsidy"  to  the  railways 
for  continuing  to  operate  money-losing  branch  lines,  mainly  used  for 
shipping  grain  in  Western  Canada.  It  is  now  under  political  pressure  to 
reach  a  compromise  on  changes  in  the  Crow  Rate.  A  commission  ap- 
pointed in  1982  recommended  a  compromise  acceptable  to  most  of  the 
West's  farm  groups  and  governments.  This  is  a  phase-in  system  under 
which  grain  growers  and  the  federal  government  would  pay  the  rail- 
ways the  difference  between  the  Crow  Rate  and  actual  shipping  costs. 

Producers  of  non-grain  bulk  commodities  (livestock,  processed  foods, 
coal,  potash  and  sulphur)  believe  the  Crow  Rate  has  discriminated 
against  their  products,  and  that  they  have  been  paying  more  than  their 
share  of  the  cost  of  shipping  products  to  market.  Western  provincial 
governments  have  been  caught  in  a  political  bind  because  many  of  their 
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rural  residents  and  grain  producers  support  the  retention  of  the  Crow 
Rate,  but  they  also  recognize  that  some  compromise  is  needed  so  that 
the  railways'  revenue  can  increase,  allowing  the  much-needed  im- 
provement and  expansion  of  the  Western  rail  system  so  vital  to  the  pro- 
vincial economies  in  the  1980s  and  1990s. 

Legislation  has  been  introduced  in  the  House  of  Commons  by  the 
federal  Minister  of  Transport  to  restructure  western  rail  shipping  rates. 
The  new  proposals  are  hoped  to  be  passed  before  the  start  of  the  new 
crop  year  in  August  1983.  Under  the  proposed  legislation  the  federal 
government  pledges  to  subsidize  revenue  shortfalls,  distributing  a  por- 
tion of  the  necessary  funds  to  farmers  and  the  rest  to  the  railways  dur- 
ing the  next  three  years.  Farmers  will  be  required  to  assume  the  first 
three  percent  of  increased  costs  to  the  railways  caused  by  inflation. 
Under  the  Crow  Rate,  farmers  paid  an  average  $4.89  per  ton  to  ship 
grain  to  port  facilties.  New  rates  would  nearly  double  (to  $9.35/ton)  by 
1985-86.  After  1986,  farmers  would  have  to  pay  the  first  six  percent  of 
inflation  |if  the  rate  of  inflation  exceeds  that  percentage). 

Federal  officials  estimate  that  western  livestock  output  will  increase  by 
$1  billion  by  1990,  with  corresponding  increases  in  meat  packing. 
Eastern  livestock  farmers,  especially  in  Quebec,  are  enraged  by  the  rate 
proposals,  since  western  producers  stand  to  gain  a  considerable  cost  ad- 
vantage for  feed.  The  National  Farmers  Union  and  the  wheat  pools  in 
Western  Canada  jwhich  own  grain  elevators)  are  also  opposed  to  the 
new  rate  structure.  Many  farmers  are  already  strapped  with  rising  pro- 
duction costs  and  depressed  wheat  prices.  Support  for  the  changes 
comes  from  the  railways  and  non-farm  industries  in  the  West.  The 
federal  government  plans  to  spend  over  $  1  billion  on  western  rails  over 
the  next  four  years,  and  a  new  cost-sharing  arrangement  will  clear  the 
way  for  $16.5  billion  in  improvements  to  the  system. 


Deregulation 

Proponents  of  transportation  deregulation  in  Canada  argue  that  it  will 
lead  to  improved  efficiency,  increased  productivity,  greater  competi- 
tion between  regional  and  national  carriers,  and  lower  prices  (regulated 
prices  between  April  1981  and  April  1982  rose  twice  as  fast  as 
unregulated  ones).  Supporters  also  point  to  the  high  cost  of  rural  routes 
that  is  not  reflected  in  regulated  rate  structures  A  Conservative  Party 
spokesman  recently  set  forth  the  following  proposals: 

•  a  two-year  moratorium  on  new  regulations  that  do  not  contribute 
directly  to  economic  growth; 

•  establishment  of  a  federal-provincial  deregulation  commission; 

•  greater  consumer  access  to  regulatory  bodies  to  protect  their  in- 
terests, especially  in  monopoly  situations; 


•  sunset  laws  for  all  regulations,  and 

•  commitments  from  all  levels  of  government  to  reduce  regulatory 
barriers  to  commerce. 

Opponents  of  deregulation  (most  of  whom  are  Liberals  or  NDP 
members)  argue  that  many  rural  trucking  and  rail  routes  would  be 
abandoned  altogether  under  a  deregulated  regime,  with  disastrous 
results  for  many  farmers  and  small  communities.  Increased  concentra- 
tion of  the  transportation  industry  is  also  considered  a  likely  outcome  of 
deregulation,  with  smaller  firms  being  systematically  bought  out  by 
larger  companies  that  in  the  end  could  engage  in  monopoly  pricing. 
Destructive  competition  owing  to  excess  capacity  in  Canada  would 
quickly  eliminate  most  of  the  country's  independent  haulers. 

The  resolution  of  this  argument  will  largely  hinge  upon  the  next  federal 
election  in  Canada.  The  U.S.  experience  with  deregulation  (with 
benefits  in  some  sectors  and  costs  in  others)  will  no  doubt  prove  in- 
structive to  whichever  party  gains  a  majority  in  Parliament. 

Dock  Disputes  and  Cargo  Diversion 

Half  the  country's  grain  exports  move  through  Vancouver  and  Prince 
Rupert.  Vancouver  ranks  second  (behind  New  York)  as  a  North 
American  trade  center.  The  major  labor  issue— job  security— has  pitted 
3,500  longshoremen  against  64  shipping  companies.  The  dispute  is  over 
whether  containers  will  be  passed  unhandled  and  unopened  from  shore 
to  ship.  Dock  workers  p>oint  to  the  precedent  set  at  Seattle,  where  con- 
tainerization  and  the  cessation  of  container  handling  activities  has 
reduced  the  work  force  from  2,300  to  700. 

After  ten  months  of  unconsequential  contract  negotiations,  the  dock 
workers  staged  a  shutdown  in  late  1982,  which  threatened  the  jobs  of 
thousands  of  railway  workers  and  grain  handlers.  Trainloads  of 
sulphur  and  potash  were  backed  up,  as  were  6,000  railcars  filled  with 
grain  (coal  cars  continued  to  move  to  Point  Roberts,  which  was  not  af- 
fected by  the  strike).  Shipping  companies  responded  with  a  lock-out 
that  shut  off  $8  million  worth  of  shipments  via  bulk  cargo  vessels.  The 
issue  remains  unresolved.  Partly  as  a  result  of  strikes,  and  partly  owing 
to  market  forces  and  other  factors,  much  of  Canada's  west-coast  con- 
tainer trade  is  draining  away  to  Seattle.  Although  there  is  httle  dif- 
ference between  the  tonnage  Canadian  shippers  move  through  U.S. 
ports  and  the  amount  U.S.  shippers  move  through  Canadian  ports 
(mostly  on  the  Great  Lakes),  the  port  of  Vancouver  has  steadily  lost 
business  to  American  port  facilities.  Some  provincial  authorities  claim 
the  federal  government  is  deliberately  failing  to  intervene  in  order  to 
pressure  Canadian  dock  workers  and  maintain  leverage  over  the 
coastal  provinces.  Disruption  on  the  docks  and  restrictive  port  practices 
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cause  economic  injury  to  all,  especially  producers  dependent  upon 
reliable  delivery  of  export  commodities. 

On  another  issue,  the  Canadian  government  objects  to  the  U.S.  Federal 
Maritime  Commission's  attempts  to  impose  tariff  filing  regulations  on 
Canadian  carriers,  an  example  of  extraterritoriality. 


BILATERAL  ISSUES 

Trucking 

About  half  the  value  of  U.S.-Canadian  commerce  moves  by  truck.  The 
value  of  goods  trucked  from  Canada  to  the  United  States  was  $20 
biUion  in  1980.  In  the  reverse  direction,  it  was  approximately  $26 
billion.  U.S. -owned  carriers  control  well  over  50  percent  of  north-south 
international  trucking.  About  half  of  Canada's  exports  to  the  U.S.  move 
by  truck,  but  most  of  this  traffic  is  transferred  between  national  lines  at 
the  border. 

At  issue  is  sectoral  reciprocity  in  the  issuance  of  trucking  permits.  New 
U.S.  law  requires  the  Interstate  Commerce  Commission  jICC)  to  iden- 
tify Canadian  companies  and  give  "great  weight"  to  the  economic 
problems  of  U.S.  competitors  before  issuing  permits  for  Canadian  com- 
panies to  operate  in  the  United  States. 

U.S.  trucking  and  political  interests  allege  the  highly  regulated  Cana- 
dian trucking  industry  discriminates  against  U.S.  applicants  for  licenses 
to  operate  in  Canada,  while  the  looser  regulatory  atmosphere  in  the 
United  States  makes  it  easy  for  Canadian  companies  to  get  hauling 
rights  south  of  the  border. 

Although  some  members  of  the  American  Trucking  Association  have 
been  strong  proponents  of  restrictions  on  Canadian  trucking  businesses 
in  the  United  States— citing  what  they  regard  as  stringent  Canadian 
rules  and  interference  from  the  Foreign  Investment  Review 
Agency— U.S.  companies  that  do  transborder  business  dislike  the 
restrictions  because  they  fear  that  Canadian  provincial  governments 
will  react  in  kind. 

The  ICC  stopped  issuing  truck  permits  to  Canadians  in  February  1982. 
The  ICC  freeze  affected  about  160  Canadian  companies,  and  compelled 
the  Canadian  government  to  make  an  unprecedented  request  that 
President  Reagan  veto  a  proposed  two-year  moratorium.  A  Canadian 
diplomatic  note  described  the  moratorium  as  "unnecessary,  unwar- 
ranted and  potentially  harmful  to  international  commerce.  " 

In  September  1982,  President  Reagan  signed  into  law  a  bus  regulatory 
reform  bill  that  contained  a  provision  barring  the  ICC  from  issuing 


rights  grants  to  Canadian  and  Mexican  carriers  for  two  years.  The  Presi- 
dent lifted  the  moratorium  as  it  applied  to  applications  by  Canadians 
for  rights  solely  within  the  U.S.  But  he  directed  the  ICC  not  to  grant  any 
U.S.-Canada  authority  unless  the  agency  can  determine  whether  or  not 
a  grant  would  have  a  harmful  impact  on  American  trucking  companies. 

In  a  memorandum  to  the  U.S.  Trade  Representative,  President  Reagan 
stated:  "In  the  case  of  Canada,  our  trucking  industry  is  not  now,  nor 
has  it  been,  precluded  from  providing  services  into  that  country. 
However,  our  regulatory  schemes  do  now  differ.  Since  the  United 
States  deregulation  legislation,  Canadian  trucking  interests  could  have 
an  opportunity  to  provide  single-hne  service  into  the  United  States 
more  easily  than  their  United  States  counterparts  can  provide  into 
Canada.  In  addition,  United  States  firms  seeking  to  become  established 
in  Canada  may  be  subjected  to  investment  restrictions  not  facing  their 
Canadian  counterparts." 

Before  the  moratorium  was  lifted,  many  Canadian  motor  carriers 
pressed  their  government  to  initiate  retaliatory  actions  such  as  mirror 
discrimination,  a  temporary  shutdown  of  American  trucking  opera- 
tions (pending  ICC  actions)  and  a  "national  interest"  clause  to  restrict 
the  number  of  licenses  issued  to  U.S.  carriers. 

According  to  the  Canadian  Ambassador  to  the  U.S.,  U.S.  companies 
have  captured  about  75  percent  of  transborder  traffic  since  deregula- 
tion of  the  U.S.  industry  in  1980,  Canadians  had  hoped  to  increase  their 
own  share  to  about  30  percent,  but  U.S.  lobbies  resisted  to  accomplish 
one  of  two  objectives:  force  deregulation  on  Canada  or  erect  special 
barriers. 

The  government  of  Canada  also  noted  that  American  carriers  have  only 
to  drive  60  miles  into  Canada  to  reach  nearly  90  percent  of  the  popula- 
tion, a  situation  far  different  from  that  of  Canadian  truckers  operating 
south  of  the  border.  Moreover,  since  deregulation  came  into  effect  only 
4,000  out  of  approximately  28,000  applications  for  operating  authority 
in  the  U.S.  have  been  filed  by  Canadians. 

On  November  24,  1982.  an  agreement  was  reached  which  stated  in 
general  terms  the  two  countries'  commitment  to  fair  and  equitable 
licensing  on  both  sides  of  the  border.  The  mutual  objective  was  to  ex- 
pedite trade  via  the  most  efficient  and  economical  means,  including 
single-line  services.  The  agreement  conformed  to  the  principal  conclu- 
sions of  an  ICC  investigation  of  truck-licensing  disparities  resulting 
from  the  U.S.  Motor  Carrier  Act  of  1980.  According  to  the  ICC,  Cana- 
dian provincial  regulators  do  not  discriminate  against  U.S.  motor  car- 
riers seeking  authority  to  operate  in  Canada,  and  stricter  entry  re- 
quirements of  the  provinces  do  not  cause  any  significant  harm  to  the 
U.S.  trucking  industry. 
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However,  provisions  of  Canada's  Foreign  Investment  Review  Act  that 
require  foreign  businesses  seelcing  to  open  shop  in  Canada  to  prove  that 
their  proposals  will  provide  significant  benefits  to  that  nation  are 
discriminatory  on  their  face  against  U.S.  truckers  that  want  to  start  a 
new  business  north  of  the  border.  But  most  U.S.  trucker  applicants 
under  the  FIRA  process  are  successful. 

While  the  issue  has  been  settled  temporarily,  pressure  groups  aiming  to 
restore  the  moratorium  on  Canadian  licenses  are  still  active,  as  are  their 
counterparts  in  Canada.  Given  the  enormous  scale  of  truck  traffic 
across  the  U.S. -Canadian  border,  the  underlying  conflict  cannot  be 
safely  ignored. 

Cargo  Reservation 

Anywhere  from  40-100  percent  of  a  country's  cargo  flow  in  designated 
products  and  commodities  are  reserved  to  flag  vessels.  Bilateral 
agreements  (including  one  between  the  U.S.  and  Canada)  are  on  the 
horizon,  since  most  economists  agree  that  the  insistence  that  vessels  of 
national  registry  carry  certain  proportions  of  cargo  trade  creates 
monopoly  situations  that  damage  consumers  everywhere. 
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COMMUNICATIONS 


Broadcasting  is  the  most  powerful  means  by  which  modem  nations  and 
peoples  share  a  common  experience,  learn  about  their  national  identity, 
learn  about  their  culture,  team  about  themselves. 

A.  W.  Johnson 
President,  CBC 
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PERSPECTIVE 


Canada's  existence  as  a  political  and  social  entity  has  always  depends 
on  systems  of  east-west  communications.  Coast-to-coast  railways, 
telegraph  and  telephone  systems,  broadcasting  services,  airlines, 
microwave  networks,  the  Trans-Canada  highway  and  communications 
satellites  have  been  essential  to  Canada's  development  as  an  indepen- 
dent country  as  the  vehicles  by  which  historical  experience,  vital  infor- 
mation and  cultural  values  were  shared. 

Canada  is  a  tuned-in  society.  In  1980,  there  were  737  licensed  AM  radio 
stations,  470  FM  stations,  1100  television  stations,  562  cable  systems, 
and  31  radio/TV  networks  of  various  types.  Ninety-eight  percent  of 
Canadian  households  have  some  type  of  radio;  86  percent  have  FM 
sets.  Ninety-seven  percent  have  televisions;  76  percent  are  color  sets. 


About  3.5  million  homes  (accounting  for  one-third  of  Canada's  fwpula- 
tion)  are  wired  for  cable.  Canada  is  a  leader  in  direct  broadcast 
technology.  The  Hermes  Satellite  (launched  in  1976)  is  being  used  to 
transmit  medical  and  educational  programming  to  remote  areas  ser- 
viced by  private  and  community-owned  receiving  dishes.  Modern  tele- 
communication systems  allow  instantaneous  transfer  of  information 
between  all  parts  of  the  country,  thus  eliminating  many  of  the  develop- 
mental constraints  once  imposed  upon  Canada  by  its  enormous  ter- 
ritory and  sparse  population. 

Telecommunication  services  are  provided  by  a  mixture  of  investor- 
owned  companies  and  government  agencies  in  Canada.  Operations  of 
telecommunication  carriers  are  generally  licensed  by  either  federal  or 
provincial  authorities,  depending  upon  the  range  of  their  activities.  The 
industry  includes  telephone  and  telegraph  companies,  broadcasters, 
cable  operator,  and  the  manufacturers  of  telecommunication  equip- 
ment. 

The  federal  government  regulates  broadcasts.  Telecommunication  car- 
riers under  federal  jurisdiction  include  Bell  Canada,  Telesat,  Teleglobe, 
CNCP  Telecommunications,  British  Columbia  Telephone  Company 
and  four  smaller  telephone  and  telegraph  companies;  all  other  common 
carriers  are  provincially  regulated.  There  are  over  300  telephone  com- 
mon carriers  in  Canada,  ranging  from  large  corporations  to  small 
cooperatives  (mainly  in  Saskatchewan).  The  TransCanada  Telephone 
System  (TCTS),  a  consortium  of  nine  companies,  accounts  for  nearly  90 
percent  of  total  telephone  subscribers. 

KEY  AGENCIES 

Department  of  Communications 

Established  in  1969,  this  federal  department  is  responsible  for  ensuring 
that  all  Canadians  have  the  best  possible  access,  at  a  reasonable  cost,  to 
a  broad  range  of  communication  services.  The  responsibility  includes 
careful  development,  introduction  and  monitoring  of  new  information 
technologies,  particularly  in  regard  to  their  impact  on  Canada's 
economy,  social  and  cultural  values,  and  quality  of  life.  The  depart- 
ment has  four  sectors:  policy,  space,  research  and  spectrum  manage- 
ment and  government  telecommunications. 

The  Policy  Sector  focuses  on  far-reaching  implications  of  the  informa- 
tion revolution  such  as:  rights  of  access  and  privacy,  the  impact  of  new 
technologies  on  industry  and  the  workplace,  effects  on  jurisdiction  and 
the  introduction  of  pay-television.  It  also  plays  a  major  role  in  coor- 
dinating telecommunication  planning  in  the  North,  including  oil  ex- 
ploration via  satellite. 
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The  Space  Sector  operates  scientific  and  telecommunication  satellites. 
It  sponsors  technology  transfers  to  industry,  provides  technical  support 
to  international  marketing  of  space  technology  and  operates  testing 
facilities  for  components  and  spacecraft. 

The  Research  Sector  carries  out  research  in-house  and  through  univer- 
sity contracts,  and  conducts  research  projects  in  transmission  and 
delivery  systems,  optical  communications,  rural,  remote,  and  northern 
communications,  as  well  as  home/business  services. 

The  Spectrum  Management  and  Government  Telecommunications  Sec- 
tor plans  and  implements  the  development  of  regulations,  technical 
standards,  radio  frequency  plans  and  assignment  criteria.  It  includes: 
technical  evaluation  of  applications  to  use  radio  frequencies;  licensing 
of  radio  stations  and  technical  certification  of  broadcasting  undertak- 
ings; inspection  and  monitoring  of  radio  stations  to  ensure  adherence  to 
regulations  and  standards;  and  gathering  of  information  for  spectrum 
planning.  It  is  responsible  for  overall  coordination  of  federal  telecom- 
munications. 

The  Canadian  Broadcasting  Corporation 

The  CBC  is  a  publicly  owned  corporation  established  by  the  Broad- 
casting Act  to  provide  the  national  broadcasting  service  in  Canada. 
Created  in  November  1936,  it  reports  to  Parliament  through  the 
Secretary  of  State,  while  responsibility  for  its  policies  and  programs  lies 
with  its  directors  and  officers.  It  is  financed  mainly  by  public  funds 
voted  annually  by  Parliament;  these  are  supplemented  by  commercial 
advertising  revenue— mostly  on  television,  since  CBC  radio  is  almost 
commercial  free. 

The  CBC's  head  office  is  in  Ottawa.  The  operational  center  for  English 
services  is  in  Toronto,  and  there  are  several  regional  production  centers 
across  the  country.  The  operations  of  the  French  services  are  centered 
in  Montreal,  with  local  stations  at  other  points  in  Quebec  and  in  most 
other  provinces.  The  corporation's  facilities  extend  from  Atlantic  to 
Pacific  and  into  the  Arctic  Circle,  and  include  both  French  and  English 
networks  in  television,  AM,  and  FM  stereo  radio.  A  special  northern 
radio  service  broadcasts  in  English,  French,  several  Indian  languages 
and  Inuktitut,  the  language  of  the  Inuit;  northern  television  is  also 
beginning  some  programming  in  Inuktitut. 

In  both  radio  and  television,  CBC  networks  are  made  up  of  some  sta- 
tions owned  and  operated  by  the  corporation,  which  carry  the  full  na- 
tional service,  and  some  privately  owned  affiliated  stations,  which 
carry  an  agreed  amount  of  CBC  programming.  In  many  small  or 
isolated  locations  there  are  relay  or  rebroadcast  transmitters  that  carry 


the  national  service  but  have  no  staff  or  studio  to  produce  local  pro- 
grams. CBC  transmission  methods  include  leased  channels  on  the 
Canadian  satellite  Anik. 

Radio  Canada  International,  the  CBC's  overseas  shortwave  service, 
broadcasts  daily  in  11  languages  and  distributes  programs  free-of- 
charge  for  use  by  broadcasters  throughout  the  world.  In  other  interna- 
tional activities,  the  CBC  sells  programs  to  other  countries;  it  is  a  fre- 
quent winner  of  international  program  awards  and  belongs  to  several 
international  broadcasting  organizations.  The  corporation  maintains  of- 
fices in  London,  Paris,  New  York  and  Washington,  and  news  bureaus 
in  the  Far  East,  Moscow  and  Brussels. 

CBC  schedules  are  varied,  reflecting  the  principles  set  out  in  the  Broad- 
casting Act:  "...  the  national  broadcasting  service  should  be  a  balanc- 
ed service  of  information,  enlightenment  and  entertainment  for  people 
of  different  ages,  interests  and  tastes,  covering  the  whole  range  of  pro- 
gramming in  fair  proportion."  Program  content  is  largely  Cana- 
dian—about 70  percent  in  television  and  usually  more  in  radio— with  a 
selection  of  programs  from  other  countries. 

CBC  has  given  continuing  support  to  Canadian  artists  and  performers 
through  the  broadcast  of  Canadian  music,  drama  and  poetry,  the  com- 
missioning of  special  works,  the  sponsorship  of  talent  competitions  and 
the  presentation  of  Canadian  films.  Selected  program  material  is  made 
available  for  educational  use  in  the  form  of  books,  records,  audio  tapes 
and  films. 

The  CBC  is  a  world  leader  in  local  and  regional  programming.  The  cor- 
poration employs  over  1 1,000  people  and  operates  on  an  annual  budget 
of  about  $500  million.  The  CBC  reaches  99  percent  of  the  Canadian 
population,  serving  seven  time  zones  with  about  150,000  hours  of  radio 
programming  and  nearly  18,000  hours  of  original  television  programm- 
ing each  year. 


Telesat 

Telesat  was  formed  in  1969  as  a  unique  commercial  venture  to  oversee 
the  introduction  and  control  of  Canada's  satellite  services.  Telesat' s 
board  consisted  of  representatives  of  both  provincial  and  federal 
governments.  During  the  late  1970s,  A  federal  cabinet  decision  changed 
Telesat' s  relationship  to  the  telephone  carriers  by  allowing  Telesat  to 
become  a  member  of  the  Trans  Canada  Telephone  System.  TCTS 
handles  the  allocation  and  contracting  of  satellite  channels  to  broadcast 
users.  Telesat  handles  contractual  arrangements  only  for  channels  with 
the  carriers. 
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Telesat  is  jointly  owned  by  the  government  of  Canada  and  a  consortium 
of  the  country's  major  telecommunication  carriers,  both  pubhc  and 
private.  It  provides  global  television  relay,  local  signal  distribution, 
multiple  and  single-circuit  telephone  service,  computer  data  transfer, 
teletype,  and  other  services.  The  satellite  system  serves  all  inhabited 
points  in  Canada,  north  and  south,  with  over  100  earth  stations,  some 
of  which  are  transportable.  Bell  Canada,  CBC,  and  TCTS  are  major 
customers. 

Teleglobe 

Teleglobe  is  a  federal  Crown  Corporation  that  provides  a  complete 
range  of  external  communication  services:  telephone,  telegraph,  telex, 
radio  and  television,  leased  circuits  and  complete  communications.  The 
corporation  operates  a  worldwide  network  of  telecommunication 
facilities,  including  transoceanic  submarine  cables  and  communication 
satellite  circuits.  Teleglobe  coordinates  Canada's  external  communica- 
tions with  those  of  other  countries. 

Canadian  Radio-Television  and  Telecommunications  Com- 
mission 

CRTC  exercises  regulatory  power  over  certain  telecommunication  car- 
riers under  the  Canadian  Radio-Television  and  Telecommunications 
Act  of  1976.  Telephone  and  telegraph  companies  incorporated  under 
federal  legislation  are  subject  to  CRTC  jurisdiction,  including  Bell 
Canada,  Teleglobe,  British  Columbia  Telephone  Company  and  both 
Canadian  National  and  Canadian  Pacific  Telecommunications.  Under 
the  Railway  Act,  the  commission  is  required  to  ensure  that  tolls,  rates, 
and  charges  for  telecommunication  services  are  just  and  reasonable. 
Rules  of  procedure  were  developed  in  1979  to  allow  for  public  access 
and  to  require  public  hearings  in  the  regulatory  process. 

CRTC  regulates  publicly  owned  broadcasters,  commercially  based 
radio  and  television  and  cable  services  under  the  Broadcasting  Act  of 
1968.  The  act  directs  the  commission  to  implement  certain  policy  objec- 
tives, including  effective  Canadian  ownership  and  control  of  broad- 
casting facilities,  a  wide  variety  of  programming,  availability  of  service 
in  English  and  French  to  all  Canadians,  and  programming  that  makes 
use  of  predominantly  Canadian  creative  and  engineering  resources.  It 
establishes,  monitors  and  reviews  "Canadian  Content  "  levels.  It  issues 
broadcast  licenses  on  the  advisement  of  the  Minister  of  Communica- 
tions, who  must  certify  that  the  applicant  has  been  or  will  be  issued  a 
technical  construction  and  operating  certificate. 

Federal  Cultural  Policy  Review  Committee  was  created  in 
1980  to  undertake  the  first  comprehensive  review  of  Canadian  cultural 


institutions  and  cultural  policy  since  1951.  The  committees  main  tasks 
have  been  to  prepare  background  research  concerning  broadcasting, 
the  visual  and  performing  arts,  other  cultural  industries,  and  the 
federal  role  in  cultural  policy;  advise  Parliamentary  Committees:  con- 
duct public  hearings;  and  make  policy  recommendations.  It  published  a 
Discussion  Guide  for  general  circulation,  conducted  public  hearings  18 
cities  across  Canada,  and  submitted  reports  to  Parliament  that  have 
been  subsequently  published. 

Science  Council  and  Canada  Council.  The  Science  Council  is  a 
science  policy  research  institute  located  in  Ottawa  that  advises  the 
federal  government  and  the  Canadian  public  on  science  and  technology 
issues,  including  the  telecommunications  revolution.  The  Canada 
Council  manages  a  program  of  financial  assistance  and  special  services 
to  promote  the  arts  in  Canada,  making  grants  to  individuals  and 
organizations.  Annual  grants  from  Parliament  and  an  endowment  fund 
are  the  councils'  main  sources  of  income. 

National  Film  Board  is  the  senior  institutional  member  of  Canada's 
film  community.  The  board  has  complete  authority  over  the  production 
of  films  by  federal  government  departments  and,  until  very  recently, 
has  been  doing  most  government  film  production  with  in-house  staff 
and  resources.  The  NFB  has  an  annual  budget  of  $35  million  and  is  sec- 
ond only  to  television  in  the  number  of  programs  produced;  it  is  by  far 
the  largest  film  producer  in  Canada.  The  NFB  is  world-renowned  for  its 
unique  productions  in  both  English  and  French. 
National  Film  Development  Corporation  was  established  in 
1968,  and  in  its  first  ten  years  of  existence  it  invested  over  $25  million 
to  assist  in  the  production  of  220  films.  Worldwide  sales  of  Canadian- 
made  films  have  increased  dramatically,  partially  as  a  result  of  an 
amendment  to  Canada's  tax  laws  that  permits  a  100  percent  write-off 
for  film  investment.  CFDC  also  engages  in  coproduction  arrangements 
with  other  countries  such  as  Italy,  France,  the  UK  and  West  Germany. 
The  corporation  performs  marketing  as  well  as  financial  services  for 
Canada's  film  industry. 

DOMESTIC  ISSUES 
Subsidized  Markets 

The  Canadian  market  for  broadcasts  and  other  telecommunication  pro- 
ducts is  small  compared  to  the  United  States  The  high  costs  of  modern 
communications  technology  and  facilities,  coupled  with  a  shortage  of 
risk  capital  in  Canada,  has  led  to  a  well-  established  program  of  govern- 
ment subsidies.  Many  Canadians  complain  of  the  overplay  of  popular 
talent  in  cinema  and  television  productions,  while  others  feel  that 
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regulatory  intervention  (especially  in  FM  broadcasts)  stifles  creativity 
and  initiative  and  a  general  lack  of  competition  restricts  the  output  of 
independent  producers. 

The  market  for  sound  recordings  is  dominated  by  imports,  and  the 
federal  government  is  especially  concerned  with  cultural  and  economic 
impacts  of  foreign  (U.S.)  broadcasters,  whose  programs  are  both 
relatively  inexpensive  to  produce  and  easily  accessible  to  Canadian 
viewers.  The  general  thrust  of  federal  policy  concerning  transborder 
communications  is  motivated  by  the  belief  that  Canadian  culture  is 
threatened  by  an  overload  of  programming  and  commercial  messages 
emanating  from  the  United  States.  The  situation  requires  government 
intervention  via  regulation,  tax  policies,  direct  participation  in  broad- 
casting and  issuing  grants  to  independent  Canadian  producers. 

Television  Innovations 

The  expansion  of  cable  television,  the  emergence  of  new  satellite  net- 
works, video  discs  and  videotex  will  greatly  increase  viewer  choice  (to 
an  average  70-80  channels  in  North  America  by  late  1980s),  stimulate 
the  movement  toward  "user-pay"  television  services,  generate  far 
more  specialized  programming  (such  as  all-news,  all-sports  and  ethnic 
channels)  and  result  in  a  substantial  increase  in  the  Americanization  of 
the  Canadian  broadcasting  system. 

There  will  be  expanded  use  of  Telidon,  a  two-way  television  system. 
Users  can  interact  directly  from  their  homes  or  offices  with  computer- 
based  information  sources  accessible  through  adapted  TV  sets,  which 
serve  as  display  screens  for  text  and  graphics.  Telidon  is  compatible 
with  telephone,  cable,  broadcast  and  satellite  transmission;  it  is  now 
undergoing  field  trials  by  Bell  Canada,  the  Manitoba  Telephone  Com- 
pany, Alberta  Government  Telephones,  and  other  agencies.  During 
1980-81,  there  were  1500  terminals  being  tried  in  21  cities,  towns  and 
suburbs  across  Canada.  Videotex  features  allow  for  teleshopping,  elec- 
tronic publishing,  participatory  television,  telebanking,  electronic  mail 
and  electronically  generated  newspapers. 

Telidon  differs  in  several  important  respects  from  systems  developed  in 
Europe.  Telidon  has  four  main  components:  a  slightly  modified  RV  set 
(display  monitor)  equipped  with  a  micro-computer;  some  associated 
electronics  and  a  key  pad;  a  telecommunications  network;  and  a  central 
computer.  The  nature  and  configuration  of  some  of  these  components 
can  be  varied  to  meet  the  user's  needs. 

A  five-year,  $6.1  million  pilot  project  in  a  small,  rural  community  in 
Manitoba  will  introduce  optical  fibers  to  supply  about  150  homes  with 
telephone  service,  FM  broadcasts,  and  multichannel  television.  The 


fiber  optics  system  will  ultimately  deliver  Telidon  services  such  as 
telebanking,  teleshopping  and  data  retrieval.  The  project  seeks  to 
demonstrate  the  cost-savings  and  the  extended  capacity  features  of  op- 
tic fibers,  and  could  initiate  a  nationwide  program  for  rural  telecom- 
munications service. 

Direct  Broadcast  Satellites 

The  NASA  space  shuttle  delivered  Anik  C-3  in  1982;  the  world's  first 
commercial  direct  broadcast  satellite,  which  will  deliver  much  stronger 
signals  to  Canadian  TV  viewers  than  had  previous  satellites.  The  new 
Anik  series  will  allow  Canadian  broadcasters,  particularly  the 
country's  six  new  pay  TV  systems,  to  supply  programming  by  cable  or 
direct  broadcast.  In  many  cases,  the  need  for  middleman  cable  oper- 
ators will  be  eliminated  because  the  stronger  signals  can  be  received  on 
small,  relatively  inexpensive  dishes. 

The  introduction  of  DBS  at  a  time  when  federal  authorities  are  alarmed 
by  unrestricted  U.S.  programming  has  raised  the  specter  of  "open 
skies."  The  CTRC  has  already  allowed  a  Toronto  Company  to  in- 
troduce four  American  channels  via  first-generation  satellites,  and 
many  northern  and  isolated  communities,  in  defiance  of  law,  have 
trained  their  dishes  on  U.S.  satellites.  Within  the  first  three  years  on  the 
market,  according  to  DOC,  an  estimated  525,000  homes  will  have  DBS. 

A  Shrinking  CBC 

Cutbacks  in  the  CBC's  budget  have  resulted  in  large-scale  layoffs,  a 
shorter  broadcast  day,  and  the  elimination  of  some  popular,  made-in- 
Canada  programming.  The  problem  has  been  attributed  to  declining 
advertisement  revenues  caused  by  the  economic  recession.  Money  has 
been  a  constant  problem,  since  the  corporation  is  required  by  law  to 
balance  its  budget  each  year.  Parliament  has  refused  to  put  CBC  on  a 
five-year  budget  plan,  and  has  forced  the  company  to  rely  on  ad 
revenues  despite  recommendations  to  decommercialize  the  network. 
Since  most  programming  requires  a  two-year  lead  time,  several  major 
projects  are  in  jeopardy,  and  because  contractual  commitments  do  not 
allow  the  CBC  to  drop  a  single  U.S.  import,  some  Canadian  content  pro- 
gramming has  been  sacrificed. 

Canadian  Content 

The  value  and  relevance  of  Canadian  content  in  the  communications 
field  is  a  perennial  source  of  debate  in  Canada.  Federal  authorities  and 
Canadian  nationalists  are  fearful  of  increasing  efforts  to  deregulate 
broadcasting,  since  the  most  obvious  effect  would  be  a  substantial  in- 
crease in  imports  (more  specifically,  American  programming).  Not  only 
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would  greater  Americanization  of  the  airwaves  jeopardize  Canadians' 
national  identity,  some  argue,  but  it  would  reduce  the  opportunities  for 
Canadian  artists  and  technicians  to  earn  a  living  and  develop  their 
talents. 

The  CRTC  suggested  a  number  of  initiatives  to  strengthen  the  Canadian 
content  rules  already  in  place.  Among  the  ideas  were;  a  definition  of 
Canadian  programming  based  on  a  point  system,  a  quota  of  35  percent 
Canadian  content  during  the  midevening  hours,  a  switch  in  broad- 
casters' reporting  periods,  and  a  50  percent  credit  for  programs  pro- 
duced in  languages  other  than  French  and  English  and  native  tongues, 
with  dubbing  done  in  Canadian  studios. 

The  role  of  cable  television  has  been  controversial  in  Canada  as  well. 
On  the  basis  of  their  common  carrier  status,  cable  systems  have  been 
exempt  from  content  requirements  placed  on  other  programmers.  Con- 
sequently, basic  service  on  most  cable  systems  provides  an  average  of 
70-80  percent  foreign  content  to  Canadian  subscribers.  The  advent  of 
cable  has  also  meant  increased  viewing  of  U.S.  stations  at  the  expense 
of  Canadian  channels.  CBC's  structure  and  funding  has  come  under  at- 
tack recently. 

The  Federal  Policy  Review  Committee  recommended  that  commercials 
be  abolished,  but  also  that  all  CBC  production  facilities,  except  news 
facilities,  be  dismantled.  It  argued  that  independent  producers  working 
under  contract  with  the  parent  agency  could  produce  programs  more 
efficiently.  Department  of  Communications  officials  are  opposed  to 
these  recommendations,  insisting  on  the  continued  operation  and 
primacy  of  CBC.  A  Crown-run  programming  development  fund  fi- 
nanced by  a  tax  on  cable  customers  has  been  suggested  as  a  means  of 
replacing  commercial  revenues  and  providing  grants  to  independent 
producers.  All  sides  want  the  corporation  to  become  more  distinctive 
by  programming  more  high-quality  Canadian  shows. 

A  dearth  of  regional  news  and  public  affairs  programming  has  stirred 
controversy  in  various  parts  of  the  country,  especially  the  North  and 
West.  British  Columbia  producers  argue  that  the  CBC  be  replaced  by  a 
structure  of  regional  networks,  each  responsible  for  a  proportion  of 
their  own  programming  and  a  proportional  share  of  national  program- 
ming. CBC  does  produce  a  "Focus  North"  show  each  week,  and  the  In- 
uit  Broadcasting  Corporation  serves  the  eastern  Arctic  region  via  the 
CBC  network  with  five  hours  per  week  of  entertainment,  news,  and 
current  affairs  in  the  Inuktitut  language. 

Pay  television  has  upset  many  Canadians,  since  it  competes  with  ex- 
isting networks,  draws  audiences  away  from  live  performances,  and  in- 
troduces new  programming  regarded  as  pernicious  or  pornographic  by 
some. 


BILATERAL  ISSUES 

The  U.S.  Telecommunications  Competition  and  Deregulation  Act  of 
1981  proposes  that  importation  of  foreign  telecommunication  equip- 
ment be  allowed  only  from  countries  that  grant  reciprocal  rights  to 
American  companies.  Since  Americans  are  allowed  to  own  only  20  per- 
cent of  Canadian  cable  companies,  the  bill  might  be  used  to  prohibit  the 
sale  of  Telidon  and  other  Canadian  equipment  in  the  U.S. 

The  Canadian  federal  government  enacted  legislation  in  1976  that 
disallowed  the  inclusion  of  funds  spent  for  advertising  on  an  American 
television  station  or  in  an  American  publication  as  a  business  tax  deduc- 
tion. The  intent  of  Bill  C-58  was  to  induce  greater  advertising  expen- 
diture in  domestic  periodicals  and  on  Canadian  networks  in  order  to 
bolster  Canadian  culture.  Many  Canadian  and  U.S.  business  interests 
regarded  the  law  as  reprehensible  and  the  U.S.  government  considered 
the  action  an  unreasonable  restriction  of  commerce. 

A  50  percent  limitation  on  the  amount  of  foreign  programming  that  can 
be  carried  by  Canadian  stations  in  prime  time  and  authorization  to 
eliminate  many  network  commercials  from  American-originated  shows 
have  incensed  some  U.S.  businesses  and  government  officials. 
American  cable  companies  are  urging  Congress  to  pass  retaliatory 
legislation  to  counter  the  competition  of  Canadian  cable  operators,  who 
are  moving  into  the  United  States  in  rapid  and  unrestricted  fashion. 

The  Canadian  box  office  has  become  Hollywood's  largest  foreign 
market  for  movies.  Only  one  percent  of  film  distribution  revenues  are 
reinvested  in  Canada,  and  domestic  producers  find  it  extremely  dif- 
ficult to  make  commercially  viable  films.  If  a  quota  system  were  in- 
troduced (as  suggested)  to  supplement  the  work  of  CFDC,  Canada 
would  probably  be  accused  of  obstructing  the  free  flow  of  information, 
reducing  the  volume  of  U.S.  exports,  and  cutting  the  profitability  of 
American  investments. 
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/  associate  different  emotions  with  traveling  toward  the  different  points  of 
the  compass.  Going  east  is  going  back  to  what  we  all  came  from,  toward  the 
dawn:  to  the  west  is  escape,  adventure,  the  pull  of  the  sunset.  Going  south 
brings  an  anticipation  of  languor,  of  being  enfolded  in  limpid  air.  But  when  I 
head  north,  my  blood  quickens,  what  is  languid  in  me  is  put  aside,  and  I  am 
drawn  by  the  spirit  of  the  North.  That  is  the  pull  of  Canada. 

Robert  McNeil  119781 
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PERSPECTIVE 

Americans  go  north  to  Canada  every  year  in  large  numbers  (32  million 
of  them  in  1980),  in  part  because  it  is  close,  in  part  mysterious,  clean 
and  empty,  in  part  because  what  they  find  there  is  not  only  nature  un- 
tamed, but  a  people  who  have  carved  out  something  original  and 
distinct. 

It  is  an  odd  feeling  Americans  have  when  they  go  north  to  Canada,  a 
place  that  could  be  the  United  States  but  isn't  quite;  to  cross  a  bridge  or 
drive  across  a  nearly  invisible  border  into  what  by  all  logic  should  be 
merely  another  state,  to  meet  a  people  so  much  the  same,  and  yet  so  dif- 
ferent. 


Tourism  is  the  world's  fastest  growing  industry:  it  may  be  the  largest 
industry  before  the  turn  of  the  century.  According  to  the  World 
Tourism  Organization,  global  tourism  in  1977  involved  245  million 
international  arrivals  |up  112  percent  from  1976)  and  these  travellers 
spent  an  estimated  $50  billion  in  their  countries  of  destination  (up  15 
percent  from  1976).  In  the  world  context,  Canada  ranked  within  the  top 
ten  countries  in  terms  of  international  travel  receipts,  international 
travel  spending  by  its  residents,  and  number  of  visitors.  Canada  is 
eighth  in  international  tourism  receipts,  while  the  United  States  is  first. 

Canada  possesses  many  basic  tourism  assets.  It  has  an  enviable  location 
at  the  crossroads  of  the  northern  hemisphere,  adjacent  to  the  world's 
most  affluent  travel  market.  It  is  endowed  with  an  abundance  of  open 
space,  for  which  world  demand  is  sure  to  intensify.  Its  northern  ter- 
ritories constitute  one  of  the  world's  few  remaining  tourist  frontiers.  It 
possesses  immense  supplies  of  a  most  precious  recreational 
resource— water— and  of  a  most  promising  one— snow.  The  variety, 
quantity  and  quality  of  Canada's  wildlife  compare  favourably  with 
those  of  any  country.  Its  scenic,  cultural  and  ethnic  diversity  add  to  its 
travel  appeal,  as  do  its  heritage  buildings  and  the  developing  attractions 
of  its  major  cities.  Canada  has  28  national  parks,  which  preserve  more 
than  130,000  square  kilometers. 

Tourism  was  a  business  worth  $13  billion  to  Canada  in  1980,  an 
amount  equivalent  to  about  5  percent  of  the  gross  national  product.  It 
both  earns  foreign  exchange  and  generates  domestic  spending,  and  is  a 
substantial  source  of  tax  revenue.  The  spending  of  Canadians  travelling 
within  Canada  amounted  to  nearly  $10  billion.  The  $3  billion  balance 
came  from  spending  in  Canada  by  international  visitors.  The  value  of 
tourism  spending  in  Canada  cannot  be  measured  solely  in  terms  of 
direct  travel  expenditures,  since  subsequent  rounds  of  spending 
throughout  the  economy  create  additional  business.  For  example,  when 
a  traveller  renting  a  hotel  room  contributes  to  the  gross  margin  of  the 
hotel  owner,  part  of  this  margin  will  be  paid  out  as  employee  wages. 
These  wages  will  subsequently  be  spent  to  benefit  the  owner  of  a  cor- 
ner store.  The  money  will  then  pass  to  the  wholesaler  who  supplied  the 
goods  purchased  and  then  to  the  manufacturer  who,  in  turn,  probably 
purchases  his  raw  materials  from  another  Canadian  firm,  and  so  on. 
Counting  this  "multiplier  "  effect,  the  contribution  of  tourism  to  the 
GNP  could  have  been  as  high  as  $20  billion  in  1977.  Tourism  is 
Canada's  sixth  largest  source  of  foreign  exchange. 
Tourism  is  Canada's  largest  single  sector  of  employment.  In  1980,  more 
than  one  million  Canadians  (about  9  percent  of  the  work  force)  held 
tourism-related  jobs.  Another  important  feature  of  tourism  in  Canada  is 
that  travel  spending  is  on  goods  and  services  with  a  relatively  high 
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domestic  labour  content.  Furthermore,  the  goods  purchased  by  tourists 
are  usually  food  and  drink  produced  by  Canadian  farmers  and  pro- 
cessors, and  souvenirs  made  by  Canadian  artisans. 

Tourism  provides  major  economic  benefits  in  its  own  right,  but  it  is  also 
considered  a  forerunner  to  increased  trade  and  a  catalyst  for  improved 
transportation  and  communication.  Tourism  boosts  employment  in  ser- 
vice industry  centers  and  contributes  to  community  development. 
Tourism  spreads  its  benefits  widely  across  Canada,  playing  a  promi- 
nent role  in  helping  to  alleviate  regional  socioeconomic  disparities. 

According  to  Statistics  Canada,  Americans  traveling  to  Canada  and 
staying  more  than  one  night  (buying  more  than  one  meal  and  one 
tankful  of  gas)  numbered  9.4  million  in  the  first  nine  months  of  1982, 
four  percent  more  than  in  the  same  period  in  1981.  At  the  same  time, 
the  number  of  Canadian  tourists  visiting  the  United  States  (for  more 
than  one  night)  was  down  to  8.5  million  (a  five  percent  decrease). 
Visitors  to  Canada  from  the  United  States  number  around  30  million 
each  year.  Visitors  from  countries  other  than  the  U.S.  number  around 
1.5  million,  with  100,000  from  Europe.  The  United  Kingdom  is  the 
largest  source  of  tourists  after  the  United  States,  and  other  countries 
sending  many  tourists  include:  the  Federal  Republic  of  Germany, 
Japan,  France,  the  Netherlands,  Australia  and  Italy. 


POLICY  TRENDS 

Canada's  current  tourism  efforts  are  directed  toward  the  development 
of  new  destination  areas,  as  well  as  new  products.  Country  vacations, 
trailrides,  fly-in  fishing  opportunities  and  skiing  are  being  heavily  pro- 
moted. Canadians  are  starting  to  travel  much  more  at  home,  with  some 
parts  of  the  country  attracting  more  tourists  than  are  others.  Inter- 
provincial  tourism  contributes  to  national  unity  and  provides  a  healthy 
change  of  pace  from  contemporary  social  pressures.  The  Canadian 
Government  Office  of  Tourism  reports  the  number  of  cars  with 
"foreign  "  license  plates  has  decreased  this  year. 

The  Canadian  Government  Office  of  Tourism  is  concerned  about  the 
common  current  trend  for  a  tourist  industry  to  price  itself  out  of  the 
market.  Some  major  urban  centers,  particularly  in  Alberta  and  British 
Columbia,  have  acquired  a  high-priced  image  that  is  not  healthy  for  the 
tourist  industry  as  a  whole. 

Governments  at  all  levels— national,  provincial,  regional  and  local— are 
involved  in  tourism  development;  the  provincial  governments  have  the 
primary  responsibility  for  tourist  industry  planning  and  policy. 


ALBERTA  PERSPECTIVE 

Alberta  is  a  logical  destination  for  tourists  because  of  its  natural  endow- 
ment. It  includes  the  world-famous  Banff  and  Jasper  National  Parks,  set 
in  the  Canadian  Rockies,  and  an  extensive  system  of  provincial  parks. 
In  addition,  such  annual  events  as  the  Calgary  Stampede  and  Edmon- 
ton's Klondike  Days  attract  many  visitors  each  summer. 

Besides  these  popular  attractions,  there  are  other  less  well-known 
sights  that  can  be  enjoyed  by  tourists.  For  example,  about  150 
kilometers  west  of  Calgary  is  the  $200  million  Kananaskis  Provincial 
Park.  It  provides  such  activities  as  winter  recreation,  fishing,  camping, 
horseback  riding  and  wilderness  hiking  and  camping. 

Tourism  is  a  major  industry  in  Alberta,  with  increasing  efforts  by  the 
provincial  government  culminating  in  the  awarding  of  the  1988  Winter 
Olympic  Games  to  Calgary.  In  1980  to  81,  tourism  generated  nearly 
$1.2  billion  in  direct  revenue  to  the  province.  Albertans  themselves 
generated  62  percent  of  the  travel  industry  receipts,  while  24  percent 
came  from  out-of-province  Canadians,  nine  percent  from  United  States 
visitors,  (about  four  percent  from  Montana  visitors)  amd  five  percent 
from  overseas  visitors.  Visitors  to  Alberta  in  1981  declined,  and  far 
fewer  tourists  from  south  of  the  border  are  coming  to  the  province  to- 
day. 

In  Alberta  tourism  is  considered  a  renewable  resource,  and  the  goal  is 
to  achieve  an  increase  in  year-round  visits.  Alberta  is  emphasizing  pro- 
ductivity in  the  public  and  private  sectors  of  this  industry  while  at  the 
same  time  working  to  ensure  that  increases  in  the  travel  market  is  in 
balance  with  the  industry's  capacity.  Alberta  will  need  to  coordinate 
the  management  of  Olympic  Game  impacts  on  the  province. 

ALBERTA  AGENCIES 

Department  of  Tourism  and  Small  Business 

This  agency  was  established  in  1979  to  plan  and  promote  the 
socioeconomic  development  of  northern  Alberta.  The  Tourism  Branch 
includes  a  Marketing  Branch,  which  has  undertaken  a  five-year 
marketing  study  to  promote  travel  year-round,  diversify  the  economy 
and  contribute  to  regional  and  small  business  development. 
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Travel  Alberta,  another  branch,  has  begun  a  cooperative  venture  with 
the  private  sector,  which  includes  Calgary's  successful  bid  for  the 
Olympics.  It  maintains  offices  in  Alberta  House,  London,  with  em- 
phasis on  the  British,  Dutch  and  German  markets.  It  also  has  a  Leisure 
Travel  and  Business  Travel  section.  Its  ski-marketing  effort  emphasizes 
Canadian  and  United  States  markets  with  business  travel  prime 
markets  in  London,  New  York,  Chicago  and  Los  Angeles. 

Marketing  Services  includes  a  Visitor  Information  Branch  and  Develop- 
ment Branch.  It  encourages  development  of  new  tourism  destinations 
and  facilities.  An  industry  improvement  unit  assists  industry  through 
training,  and  monitors  accommodations. 

Department  of  Recreation  and  Parks.  The  Parks  Division 
develops  a  park  system,  studies  public  demand,  and  acquires  land  with 
high  recreational  capability.  The  Recreation  Development  Division 
provides  grants  to  local  communities  and  provincial  sport  and  recrea- 
tion organizations.  It  is  responsible  for  long-range  and  community 
recreation  planning. 


B.  C.  PERSPECTIVE 

British  Columbia  can  claim  a  wealth  of  outdoor  pursuits:  hunting  and 
fishing,  hiking  and  climbing,  boating  and  canoeing,  alpine  and  cross- 
country skiing.  There  are  nearly  350  provincial  parks,  and  museums  of 
every  description  dot  the  province.  The  primary  tourist  attractions  are 
Vancouver  Island  and  the  Okanogan  Valley  in  the  interior,  and  the 
Kootenay  region  adjacent  to  Montana.  Historic  sights  attract  15  percent 
of  all  tourists  in  British  Columbia,  due  to  the  recognition  that  a  strong 
and  vital  future  is  built  on  an  inherited  sound  foundation  and  the  desire 
to  conserve  its  cultural  heritage. 

Tourism  is  British  Columbia's  third  largest  industry  and  fourth  largest 
source  of  foreign  exchange.  It  provides  an  estimated  5  percent  of  the 
gross  domestic  product  and  generates  more  than  70,000  jobs.  In  a 
generally  depressed  economy,  tourism  is  one  of  the  few  bright  spots,  as 
the  weaker  Canadian  dollar  attracts  more  United  States  visitors  and 


keeps  more  Canadians  at  home.  In  1980,  tourist  expenditures  were 
estimated  at  $1.8  billion,  (up  nearly  11  percent  over  1979);  they  passed 
the  $2  billion  mark  in  1981.  Projections  for  1982  include  more  than  12 
million  visits  and  a  10  percent  increase  in  tourist  spending.  U.S.  tourists 
were  the  most  important  non-Canadian  source  of  tourist  dollars,  ac- 
counting for  $325  million,  18  percent  of  total  tourism  expenditures  in 
1980,  with  West  Germany  and  Japan  growing  markets  for  tourism  pro- 
motion. 

In  1978,  a  $50  million  Federal  and  Provincial  Industry  Development 
agreement  was  reached  to  sustain  growth  in  the  British  Columbia 
tourist  industry.  Authorities  chose  to  focus  on  areas  outside  the  major 
tourist  areas  in  order  to  diversify  the  economy,  such  as  $10  million  for 
infrastructure  improvements  for  the  ski  resort  municipality  of 
Whistler,  north  of  Vancouver. 

Through  the  Ministry  of  Tourism,  the  British  Columbia  government 
plays  a  very  active  role  in  tourist  promotion  and  visitor  information  ser- 
vices, including  maintaining  offices  in  Seattle,  San  Francisco,  Los 
Angeles  and  London,  England.  It  is  also  committed  to  encouraging  the 
development  of  a  motion  picture  industry  in  the  province. 

In  1986,  British  Columbians  will  mark  the  centenary  of  the  arrival  of 
the  first  transcontinental  train  to  the  Pacific  coast.  The  City  of  Van- 
couver will  celebrate  its  100th  birthday,  and  in  recognition  of  these 
historic  times,  an  international  exposition  on  transportation  and  com- 
munication. Expo  86,  will  open  May  2,  1986,  and  run  until  October  13, 
1986,  with  its  theme— "Man  in  Motions."  It  will  be  the  first  exhibition 
of  its  kind  held  outside  of  Europe. 

B.C.  AGENCIES 

Ministry  of  Tourism  has  both  a  sales  and  service  department.  The 
Marketing  Division  aims  at  marketing  and  promotion  in  Canada,  the 
United  States  and  overseas.  It  coordinates  with  the  private  sector 
tourist  industry.  Special  travel  promotion  missions  to  japan  have  been 
seeking  conventions  as  a  prime  objective.  The  Operations  Division  is 
the  service  arm,  with  policy  and  planning  responsibilities,  educational 
and  visitor  services  (tourist  accommodation  directories  and  information 
centers). 

Ministry  of  Lands,  Parks  and  Housing  has  responsibility  for 
parks  and  outdoor  recreation  policy  and  planning. 
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SASKATCHEWAN  PERSPECTIVE 

Saskatchewan  is  recognized  as  a  hunter's  paradise.  It  is  one  of  the 
largest  breeding  grounds  for  ducks  and  geese  and  is  considered  one  of 
North  America's  finest  sport  hunting  areas,  not  to  mention  the  trapping 
of  beaver,  mink,  bear  and  muskrat,  plus  the  commercial  fishing  in- 
dustry in  Northern  Saskatchewan.  The  province  also  offers  such  attrac- 
tions as  parklands,  badlands,  canoeing  and  17  provincial  parks. 

Saskatchewan  contains  some  large  parks,  including  Prince  Albert  Na- 
tional Park,  a  beautiful  lake  and  wilderness  area  north  of  the  city  of  the 
same  name  and  Fort  Walsh  in  the  Cypress  Hills;  in  the  Southwest  cor- 
ner of  the  province  there  is  a  complete  restoration  of  an  early  RCMP 
post.  In  the  extreme  south  of  the  province  Canada's  newest  national 
park,  Grasslands,  awaits  development. 

Although  tourism  and  recreation  is  an  important  sector  of  the  Saskat- 
chewan economy,  it  is  primarily  an  interprovincial  activity  with  far 
fewer  foreign  visitations  than  has  either  Alberta  or  British  Columbia.  In 
1980,  developed  recreation  areas  accounted  for  about  6.5  million  visita- 
tions with  56  percent  of  these  to  provincial  parks.  Saskatchewan  ex- 
perienced about  a  10  percent  increase  in  visitor  traffic  in  1980.  Saskat- 
chewan's provincial  parks  are  the  main  focus  of  the  government's 
tourism  policy. 

SASKATCHEWAN  AGENCIES 

Saskatchewan   Tourism   and   Renewable   Resources.   The 

tourism  and  recreation  division  has  four  branches.  Marketing  and  Pro- 
motions deals  with  advertising  and  public  relations. 
Park  Development  deals  with  the  provincial  park  planning.  The 
Program  Planning  Branch  takes  care  of  the  socioeconomic  and  en- 
vironmental impact  assessment  relating  to  parks  and  resource  lands. 
The  Tourism  Development  Branch  provides  for  industry  improvement 
(accommodation  ratings  and  training  services),  the  support  of  regional 
travel  associations  and  some  promotion  in  international  markets. 


DIRECTORY  INFORMATION 


The  Canadian  Government  Office  of  Tourism 
Ottawa,  Ontario,  Canada  KIA  OH6 

SASK  Travel 
3211  Alberta  Street 
Regina,  Sask. 
Canada  545  5W6 
(306)  565-2300 


Travel  Alberta 
10065  Jasper  Avenue 
Edmonton,  Alberta 
Canada,  T5J  0H4 

Tourism  B.C. 
1117  Wharf  Street 
Victoria,  B.C. 
Canada,  V8W  2Z2 
(604)  387-1642 


Waterton-Glacier  International  Peace  Parks: 

Superintendent 

Waterton  Lakes  National  Park 

Waterton  Park 

Alberta,  TOK  2M0 

(403)  859-2262 

Superintendent 
Glacier  National  Park 
West  Glacier,  Mt  59936 
(406)  888-5441 

Canadian/MAB  Secretariat 

Canadian  Commission  for  UNESCO 

Box  1407 

255  Alberta  Street 

Ottawa,  Ontario,  Canada  KIP  5V8 

(613)  237-3400  or  237-3408 
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SOCIAL  SERVICES 


In  Canada,  Constitutional  responsibilities  for  social  services  and  in- 
come security  are  shared  by  Parliament  and  the  provincial  legislatures. 
The  most  important  assumption  underlying  government  involvement 
in  the  provision  of  social  services  is  that  health  care,  a  basic  income, 
and  education  are  prerequisites  to  a  decent  and  dignified  life. 

Federal,  provincial  and  local  governments  provide  a  range  of  publicly 
funded  and  administered  income  security  and  social  programs  that  are 
complemented  by  the  service  of  voluntary  agencies.  Public  programs 
include  income  insurance  schemes  such  as  the  Canada  and  Quebec 
Pension  Plans,  Workmen's  Compensation  and  Unemployment  Insur- 
ance, and  income  support  measures  such  as  the  Old  Age  Security  Pen- 
sion, the  Guaranteed  Income  Supplement  and  Spouse's  AUowsince,  and 
Family  Allowances. 

The  national  Medical  Care  Act  of  1968  established  contributions  to  the 
provincial  medical  care  plans,  which  in  turn  must  provide  comprehen- 
sive coverage  for  required  medical  services  rendered  by  a  physician  or 
surgeon.  The  public  health  services  meet  such  needs  as  environmental 
sanitation,  communicable  disease  control,  nutrition,  dental  health  and 
occupational  health,  and  provide  maternal,  child  and  school  health  ser- 
vices, pubhc  health  laboratories,  and  vital  statistics. 

Section  93  of  the  BNA  Act  (1867)  placed  education  in  genera!  under  the 
exclusive  control  of  each  province.  The  new  constitution  adopted  in 
1981  did  not  detract  from  provincial  responsibility,  save  in  the  area  of 
language  rights.  The  provinces  provide  for  the  education  of  health  pro- 
fessionals, for  recreation,  environmental  control  and  the  administration 
of  rules  governing  safety  and  health  in  industry  and  on  public 
highways. 


Health 


PERSPECTIVE 

Canada  aspires  to  a  standard  of  excellence  in  health  and  health  care. 
The  Department  of  National  Health  and  Welfare  is  supposed  to  main- 
tain and  improve  the  quality  of  life  of  the  Canadian  people— their 
physical,  economic  and  social  well-being.  By  most  statistics,  the  Cana- 
dian population  is  a  healthy  one:  it  is  a  young  population  by  comparison 
with  European  countries  and  both  death  rates  and  infant  mortality  rates 
are  comparable  to  those  in  the  United  States.  Governments  in  Canada 
have  been  more  interested  in  a  comprehensive  health  plan  than  have 
governments  in  the  United  States  .  Canada  has  universal  hospital  and 
medical  insurance  and  ranks  near  the  top  of  the  world  in  the  per  capita 
incidence  of  physicians,  nurses  and  hospital  beds.  No  Canadian  lacks 
access  to  hospital  and  medical  care  for  financial  reasons,  and  the 
geographical  impediments  to  access  have  been  steadily  reduced  via 
new  transport  and  communication  technologies. 

New  federal  health  care  policy  objectives  are  to  reduce  mental  and 
physical  health  hazards  for  those  members  of  the  Canadian  population 
whose  risks  are  high,  and  to  improve  the  accessibility  of  good  mental 
and  physical  health  care  for  those  whose  present  access  is  unsatisfac- 
tory. To  accomplish  these  aims,  the  Department  of  National  Health  and 
Welfare  actively  involves  itself  in  health  promotion  activities,  regula- 
tion, research,  goal-setting  and  efforts  to  improve  the  efficient  delivery 
of  health  services. 

National  health  policies  and  programs  have  developed  as  a  result  of 
joint  efforts  by  the  federal  and  provincial  governments.  A  universal 
program  for  hospital  care  was  introduced  in  1958,  followed  ten  years 
later  by  universal  insurance  to  meet  the  costs  of  physicians'  services. 
The  Department  of  National  Health  and  Welfare  is  the  main  federal 
agency  responsible  for  these  matters.  The  department  acts  in  conjunc- 
tion with  other  federal  agencies  in  providing  health  care  and  promoting 
preventative  maintenance.  Administration  of  health  services  in  Canada 
comes  primarily  under  the  ten  provincial  governments,  which  in  turn 
delegate  considerable  responsibility  for  community  health  to  local  and 
regional  authorities. 

The  federal  government  gives  financial  support  to  provincial  medical 
and  hospital  insurance  programs,  and  to  the  development  of  other 
health  services.  Universal  prepaid  medical  and  hospital  care  is  pro- 
vided by  provincial  authorities  with  federal  assistance.  To  qualify  for 
federal  funds,  provincial  plans  must  be  universally  available  to  all  eligi- 
ble residents  on  equal  terms  and  conditions  and  must  cover  at  least  95 
percent  of  the  eligible  provincial  population.  Comprehensive  coverage 
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must  be  provided  for  all  medically  required  services  rendered  by  a 
physician  or  surgeon. 

Until  April  1977,  federal  contributions  to  the  provinces  for  hospital  and 
medical  care  services  were  based  on  the  cost  of  insured  services  in- 
curred by  the  provinces,  with  the  federal  government  reimbursing  the 
provinces  for  approximately  50  percent  of  their  expenditures.  The  Fed- 
eral/Provincial Fiscal  Arrangements  and  Established  Programs  Financ- 
ing Act  of  1977  modified  the  method  of  federal  financing.  Federal  con- 
tributions now  take  the  form  of  a  transfer  of  tax  revenues  and 
associated  equalization  to  the  provices,  in  conjunction  with  equal  per 
capita  cash  payments.  National  standards  established  by  previous 
legislation  governing  administration  and  requiring  universality,  com- 
prehensiveness and  portability  from  one  province  to  another  have  been 
preserved.  The  new  financing  arrangements  also  provide  additional  per 
capita  contributions  toward  the  costs  of  certain  extended  health  care 
services. 

KEY  AGENCIES 

Department  of  National  Health  and  Welfare 

Canada's  health  care  and  services  strategy  is  built  upon  a  Health  Field 
Concept,  wherein  four  basic  components  of  human  health— biology, 
environment,  lifestyle,  and  health  care  organization— serve  as 
guideposts  for  both  planning-  and  evaluation.  The  Department  of 
National  Health  and  Welfare  is  the  key  federal  agency  designed  to 
administer  these  four  areas.  The  department  finances  medical  research 
via  grants  to  outside  researchers  and  direct  research  in  its  own  labs. 

The  branches  of  the  department  with  responsibilities  primarily  for 
health  matters  are;  Health  Protection,  Medical  Services,  Health  Ser- 
vices and  Promotion,  and  Fitness  and  Amateur  Sport.  Three 
branches— Policy  Research  and  Strategic  Planning,  Intergovernmental 
and  International  Affairs  and  Information  Systems— provide  an  in- 
tegrated approach  to  health  and  social  services.  In  addition,  the 
Medical  Research  Council  reports  to  Parliament  through  the  Minister 
of  National  Health  and  Welfare. 

The  Medical  Research  Council.  This  council,  while  independent 
from  the  department,  submits  reports  to  Parliament  through  the 
Minister  of  NH&W.  The  council  issues  grants  and  scholarships  and  pro- 
vides other  support  for  medical  research. 

Department  of  the  Environment  administers  acts  of  Parliament, 
such  as  the  food  and  drugs  acts,  and  consequent  regulations  governing 
food  quality  and  hazards,  drug  quality  and  hazards,  environmental 
health  and  safety  provisions  and  health  surveillance. 


Department  of  Consumer  and  Corporate  Affairs  has  primary 
responsibility  for  administering  Canada's  Hazardous  Products  Act  and 
Regulations. 

These  and  other  federal  health  agencies  also  carry  out  programs 
concerning  Canadian  lifestyles,  including  drug  abuse,  alcohol  abuse, 
tobacco  smoking,  fitness  and  recreation,  nutrition,  Indian  and  Northern 
health  services,  personal  health,  and  contagious  diseases. 

In  health  care  organization,  federal  activities  include  health  care  ac- 
cessibility (under  the  Hospital  Insurance  and  Diagnostic  Services  Act 
and  the  Medical  Care  Act).  The  government  makes  contributions  for  as 
much  as  50  percent  of  costs,  conditioned  upon  provincial  assurance  of 
portability  and  universality  of  coverage  and  accessibility  and  com- 
prehensiveness of  service.  Other  activies  include  health  manpower, 
health  services  improvement,  international  health  services,  emergency 
health  services,  Indian  health  services,  Northern  health  services,  pros- 
thetic services  and  public  service  health. 

DOMESTIC  ISSUES 

Equal  access  to  physician  services  for  Canadians  living  in  remote  areas 
and  those  with  low  income  levels  is  a  chronic  problem,  one  exacerbated 
by  a  sluggish  economy.  A  balanced  supply  of  medical  specialties  and 
specialists  still  has  not  been  obtained.  Appropriate  licensing  to  assure  a 
rational  performance/skills  relationship  among  medical  technicians 
and  professionals  is  at  issue.  There  is  inadequate  research  and  funding 
in  support  of  preventive  medicine,  as  opposed  to  restorative  services. 

NOTE  for  AMERICANS  TRAVELING  in  CANADA 

Visitors  to  Canada  may  obtain  health  insurance  coverage  from  the  On- 
tario Blue  Cross  or  from  the  Blue  Cross  of  Atlantic  Canada.  These  are 
nonprofit  carriers.  Details  of  the  plans,  and  application  forms,  may  be 
obtained  directly.  The  addresses  are: 

Ontario  Blue  Cross 
150  Ferrand  Drive 

Don  Mills,  Ontario 

M3C  1H6 

Blue  Cross  of  Atlantic  Canada 

P.O.  Box  220 

Moncton,  New  Brunswick 

EIC  8L3 

The  completed  application  and  premium  must  be  submitted  prior  to  ar- 
rival in  Canada  or  within  21  days  after  arrival. 
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A  person  visiting  Manitoba  may  obtain  health  insurance  coverage  from 
the  United  Health  Services  Corporation  (Manitoba  Blue  Cross)  lOOA 
Polo  Park,  P.O.  Box  1046,  Winnipeg,  Manitoba,  R3C  2X7,  which  is 
another  nonprofit  carrier.  An  application  and  further  details  may  be  ob- 
tained by  writing  to  the  plan.  A  completed  application  and  premium 
must  be  submitted  prior  to  arrival  in  Manitoba  or  within  21  days  after 
arrival. 

Visitors  to  Atlantic  Canada  (Nova  Scotia,  Newfoundland,  New 
Brunswick  and  Prince  Edward  Island)  may  obtain  health  insurance  pro- 
tection from  Maritime  Medical  Care  Incorporated,  a  nonprofit  health 
association.  An  application  and  further  details  may  be  obtained  by 
writing  to  the  company  at  5675  Spring  Garden  Road,  Halifax,  Nova 
Scotia,  B3J  1H2.  The  completed  application  and  premium  must  be  sub- 
mitted prior  to  arrival  in  Canada  or  within  21  days  after  arrival. 

A  person  visiting  Ontario  may  obtain  health  insurance  coverage  from 
CUMBA  Cooperative  Health  Services,  562  Eglinton  Avenue  East, 
Toronto,  Ontario,  M4P  1B9.  An  application  and  further  information 
may  be  obtained  by  writing  to  the  plan.  Coverage  is  effective  from  the 
date  the  application  and  premium  are  received  by  the  plan  or  from  the 
date  of  the  visitor's  arrival  in  Canada,  if  the  application  and  premium 
are  received  before  arrival. 

A  commercial  carrier.  Hospital  Medical  Care  Plan,  710  Bay  Street, 
Toronto,  Ontario,  also  offers  coverage  for  visitors  to  Canada. 

Social  Security  and  Welfare 

PERSPECTIVE 

The  central  objective  of  social  security  in  Canada  is  an  acceptable  basic 
income  for  all  Canadians,  whether  that  income  comes  from  employ- 
ment (for  those  able  to  work),  or  through  pensions  or  allowances  if  a 
person  is  unable  to  work  or  not  expected  to  work.  Complementary  ob- 
jectives of  the  social  security  system  include  the  provision  of  universal 
access  to  essential  services  such  as  housing,  hospital  and  medical  care 
and  legal  aid,  and  to  assist  people,  especially  those  with  limited  finan- 
cial resources,  to  weather  unexpected  emergencies.  Government  pro- 
grams are  formulated  within  the  context  of  accepted  community  values 
that  support  ideas  of  independence,  interdependence  (or  social  respon- 
sibility) and  fairness. 

KEY  AGENCIES 

Department  of  National  Health  and  Welfare 

This  agency  carries  out  the  goal  of  improving  and  maintaining  a  high 
level  of  social  security  in  Canada.  The  Social  Services  Program  Branch 


and  the  Income  Security  Branch  are  primarily  resp>onsible  for  social 
security  matters.  The  Social  Services  Program  Branch  administers  pro- 
grams through  which  nearly  a  million  Canadians  benefit  from  federal 
leadership  and  financial  support.  The  financial  support  is  provided 
through  both  cost-shared  and  granting  programs.  The  Income  Security 
Branch  has  the  responsibility  of  a  wide  range  of  publicly  funded  and 
administered  income  security  programs.  The  branch  includes  such  pro- 
grams as  the  Canada  Pension  Plan,  Old  Age  Security,  Family 
Allowances  and  Child  Tax  Credit. 

•  The  Canada  Pension  Plan  is  a  compulsory,  contributory  earnings- 
related  program  providing  for  retirement  pensions,  disability  pen- 
sions, benefits  for  the  children  of  disabled  contributors,  benefits  for 
surviving  spouses  and  children  of  deceased  contributors  and  a 
lump-sum  death  benefit.  Benefits  are  adjusted  annually  to  reflect 
full  cost-of-living  increase. 

•  The  Old  Age  Security  pension  is  a  universal,  noncontributory 
monthly  pension,  payable  at  age  65  to  persons  with  at  least  ten  con- 
secutive years  of  residence  in  Canada. 

•  Family  Allowances  are  paid  monthly  on  behalf  of  children  under 
the  age  of  18  who  are  resident  in  Canada  and  maintained  by 
parents  or  guardians  (one  of  which  must  be  a  Canadian  citizen)  or  a 
permanent  resident  under  the  Immigration  Act. 

•  About  95  percent  of  Canadian  workers  are  covered  under 
Unemployment  Insurance,  which  provides  temporary  assistance  to 
workers  who  are  out  of  work  or  are  unable  to  work  due  to  illness, 
injury,  quarantine  or  pregnancy. 

•  Workers'  Compensation  insures  employees  in  government,  in- 
dustry and  commerce,  except  those  in  agriculture,  domestic  service 
and  banks  and  those  employed  by  small  firms.  The  costs,  which 
vary  by  industry,  are  borne  by  employers.  Benefits  include  pay  for 
temporary  or  permanent  disability,  widows'  and  orphans'  pen- 
sions, and  funeral  grants,  in  addition  to  medical,  surgical,  nursing, 
hospital  services,  medicines  and  medical  appliances. 

•  The  New  Horizons  Program  provides  grants  to  groups  of  retired 
citizens  for  nonprofit  projects  that  include  physical  fitness,  crafts 
and  hobbies,  historical,  cultural  and  educational  programs,  social 
services,  information  services  and  activity  centers.  Child  welfare 
services  and  special  services  for  the  aged  are  administered  by  pro- 
vincial and  local  authorities.  These  include  child  protection  and 
adoption  programs,  day  care  centers,  institutional  care  and  low  ren- 
tal housing  projects. 
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Canada  Assistance  Plan 

The  Canada  Assistance  Plan  is  a  major  program  put  into  effect  in  1966 
to  provide  adequate  assistance  to  persons  in  need.  It  is  perhaps  unique 
among  the  products  of  the  intergovernmental  consultation  process  in 
that  it  came  about  as  the  result  of  provincial  initiatives,  which  federal 
policy  was  designed  to  accommodate,  instead  of  the  other  way  around. 
Three  general  programs  are  conducted  by  the  provinces  under  CAP: 

•  public  assistance  to  needy  individuals  and  families; 

•  child  welfare  services,  including  child  protection,  delinquency  pro- 
grams, services  to  unmarried  mothers,  and  adoption  services,  and 

•  preventive  social  services,  including  community  development  pro- 
grams, early  childhood  services,  counseling  services,  homemaker 
projects,  and  senior  citizen  services. 

The  national  government  pays  one-half  of  the  costs  of  operating  such 
programs  in  each  province.  The  province  may  choose  to  administer  a 
program  itself,  designate  a  municipality  as  a  "provincially  approved 
agency"  to  conduct  a  program  (in  which  case  it  may  pass  on  to  the 
municipality  a  share  of  the  costs),  or  make  use  of  agencies  operated  by 
private  groups  that  may  be  designated  as  "provincially  approved  agen- 
cies." Although  the  provinces  may  recommend  projects  for  considera- 
tion by  the  national  government,  the  national  government  establishes 
the  programs  eligible  for  cost  sharing.  It  is  up  to  the  provinces  to  deter- 
mine which  particular  individuals  and  families  will  receive  payments 
under  the  plan.  A  province  may  not  require  a  period  of  residence  as  a 
condition  of  eligibility.  At  the  request  of  a  province,  the  federal  Depart- 
ment of  Health  and  Welfare  will  make  available,  where  feasible,  the 
development  and  operation  of  CAP  programs. 

PROVINCIAL  WELFARE 

All  provinces  have  programs  to  provide  social  assistance  and  welfare 
services  to  eligible  persons.  Possible  assistance  services  include 
monetary  benefits,  items  of  special  need  and  maintenance  in  homes  for 
special  care.  Welfare  services  may  include  services  such  as 
homemaker,  day  care,  community  development,  counseling, 
rehabilitation  and  protection  and  adoption  of  children. 

INTERNATIONAL  PROGRAMS 

Canada  actively  participates  in  international  health,  welfare  and  social 
security  matters.  The  Department  of  National  Health  and  Welfare  par- 
ticipates in  the  Canadian  delegation  to  the  UNICEF  Executive  Board,  in 
the  World  Health  Organization,  in  the  Pan-American  Health  Organ- 
ization and  in  the  United  Nations  seminars  and  conferences.  The 
department  also  belongs  to  several  nongovernmental  international 


social  policy  organizations.  Bilateral  and  multilateral  health  and  social 
security  agreements  are  negotiated  where  appropriate.  Provincial 
departments  and  agencies  are  also  involved  in  these  areas. 

DOMESTIC  ISSUES 

Most  of  the  controversy  concerning  social  services  focuses  on  the  costs 
of  sustaining  the  health  and  welfare  system.  Federal  and  provincial 
policy  initiatives  are  often,  but  not  exclusively,  aimed  at  cost  control; 
deficiencies  in  the  programs  are  a  major  concern  as  well.  The  central 
objective  of  social  security  programs  in  Canada— an  acceptable  income 
for  all  Canadians— is  clearly  not  being  met.  Only  part  of  the  problem 
can  be  attributed  to  inefficiency  and  waste;  the  rest  involves  the  basic 
structures  of  the  Canadian  economy  and  Canadian  federalism.  Below  is 
a  sampling  of  problem  areas  in  which  the  government  is  taking  steps  to 
alleviate  the  misery  resulting  from  inadequate  programs  and  resources. 

•  Inflation.  The  federal  government  recently  issued  public  sector 
wage  and  price  guidelines  that  will  affect  retirement  benefits,  fami- 
ly allowances,  and  Old  Age  Pensions.  Formerly  indexed,  these 
payments  are  to  be  held  to  a  6  percent  increase  the  first  year  and  a  5 
percent  increase  the  next.  Such  increases  are  well  below  the  cur- 
rent rate  of  inflation  in  Canada. 

•  Lack  of  coordination.  Canada's  social  assistance  programs  are  in  ef- 
fect a  patchwork  quilt,  providing  services  of  certain  types  in  some 
areas  but  not  in  others,  and  suffering  from  bureaucratic  overlap  in 
some  cases. 

•  Unemployment.  Canada  regularly  experiences  seasonal,  structural 
and  regional  unemployment.  Consequently,  some  assistance  pro- 
grams result  in  a  mismatch  of  skills  and  location,  inappropriate 
wage  levels,  and  demographic  shifts  that  can  accentuate  regional 
disadvantages. 

•  Insufficient  income  through  employment.  Available  social 
assistance  is  greater  than  the  minimum  wage  in  certain  cases.  The 
latter  is  generally  sufficient  only  for  single  people  or  small  families. 
Social  benefits  escalate  with  increasing  family  size,  whereas  wages 
do  not. 

•  Lack  of  work  incentives.  In  some  cases,  it  is  irrational  for  people  to 
go  off  welfare  and  resume  working.  The  essential  dilemma  is  to 
keep  an  unemployed  person's  income  up  to  a  minimum  living  stan- 
dard (measured  in  accordance  with  family  size)  but  not  to  make 
such  compensation  more  attractive  than  new  employment. 

•  Abuses  of  the  system.  As  in  any  welfare  system,  there  are  persons 
who  take  unfair  advantage  of  government  benefits,  and  their  suc- 
cess in  doing  so  causes  resentment  and  anger,  much  of  which  is 
directed  toward  the  government. 
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Guaranteed  income.  The  Canadian  government  feels  that  a 
guaranteed  minimum  income  should  be  available  to  those  whose 
income  is  insufficient  to  meet  basic  needs  because  they  are  unable 
or  not  expected  to  work.  Such  persons  include:  the  retired,  dis- 
abled, single  parents  and  persons  deemed  unemployable  due  to 
age,  lack  of  skill,  length  of  unemployment  or  combinations  of  the 
above. 

The  stigma  of  social  assistance.  One  of  the  more  difficult  problems 
involved  with  the  working  poor  is  the  sense  of  shame  or  failure  that 
goes  along  with  accepting  |and  growing  dependent  on|  welfare. 


CANADA/U.S.  AGREEMENT  on  SOCIAL  SECURITY 

This  agreement  will  coordinate  the  operation  of  Canada's  Old  Age 
Security  program  and  the  Canada  Pension  Plan  with  the  American  pro- 
grams to  provide  old  age,  disability  and  survivor's  benefits.  It  will  assist 
migrants  between  the  two  countries  in  a  number  of  ways. 

Both  Canada  and  the  United  States  have  minimum  residence  and/or 
contributory  requirements  governing  eligibility  for  benefits.  Under  the 
terms  of  the  agreement,  persons  who  have  acquired  social  security 
credits  in  both  countries  will  be  able  to  combine  them  to  meet  the  re- 
quirements for  benefits  paid  by  one  or  both  countries.  In  this  way,  per- 
sons who  might  otherwise  be  ineligible  for  benefits  will  be  assured  pro- 
tection. 

Once  eligibility  is  established,  the  agreement  will  provide  a  means  of 
calculating  the  benefit  to  be  paid  by  each  country  in  accordance  with  its 
own  legislation.  The  benefit  amount  will  be  based  on  the  periods  of 
residence  or  contributions  credited  to  the  individual  in  each  country. 

The  elimination  of  dual  coverage  is  an  important  feature  of  the  agree- 
ment. It  ensures,  where  possible,  that  individuals  will  contribute  to  the 
program  of  one  country  at  any  one  time,  rather  than  to  both.  This  will 
be  particularly  helpful  to  such  persons  as  professional  athletes, 
truckers,  and  ministers  of  various  religious  denominations,  many  of 
whom  currently  contribute  to  social  security  in  both  Canada  and  the 
United  States.  In  addition,  the  agreement  will  relax  restrictions  on  the 
payment  of  benefits  outside  the  paying  country. 

Finally,  the  agreement  will  enable  provincial  governments  to  negotiate 
with  the  United  States  to  coordinate  their  respective  social  security  pro- 
grams. An  understanding  between  Quebec  and  the  United  States  will 
be  developed  shortly  to  ensure  that  the  rights  of  contributors  to  the 
Quebec  Pension  Plan  are  protected. 


Education 


PERSPECTIVE 

Officially  there  is  no  federal  department  of  education.  The  ten  provin- 
cial departments  each  exercise  exclusive  jurisdiction  over  education  in 
their  provinces.  The  provinces  delegate  much  of  their  responsibility  for 
operating  public  elementary  and  secondary  schools  to  local  and  district 
school  boards.  The  federal  government  holds  direct  responsibility  for 
the  education  of  persons  beyond  the  bounds  of  provincial  jurisdiction: 
Indians  and  Inuit,  armed  forces  personnel  and  their  families,  and  in- 
mates of  federal  penal  institutions.  As  the  education  enterprise  has  ex- 
panded, indirect  federal  participation  in  the  form  of  financial  aid  has 
become  extensive. 

Because  each  province  and  territory  is  responsible  for  the  administra- 
tion of  education,  no  uniform  system  exists  in  Canada.  Provincial 
autonomy  has  resulted  in  distinctive  systems  reflecting  historical  and 
cultural  traditions  and  socioeconomic  conditions. 

In  1979-80,  education  was  the  primary  activity  of  6, 100,000  Canadians, 
or  about  26  percent  of  the  population.  There  were  5,800,000  full-time 
students  being  taught  by  320,000  full-time  teachers  in  15,500  educa- 
tional institutions.  Expenditures  on  education  for  1979-80  reached  $20 
billion,  or  8.4  percent  of  Canada's  gross  national  product. 

GRADE  STRUCTURE 

School  attendance  is  compulsory  for  about  10  years  in  every  prov- 
ince—the starting  age  is  5,  6,  or  7,  and  the  minimum  leaving  age,  15  or 
16.  However,  the  elementary-secondary  program  usually  extends  over 
12  years.  Particularly  in  urban  areas,  local  authorities  may  also  provide 
an  introductory  year  of  education  prior  to  grade  one.  More  than  1,230 
private  kindergartens  operate  under  varying  degrees  of  provincial 
supervision. 

Before  secondary  level,  education  is  general  and  basic.  High  school 
students  usually  have  a  choice  of  two  programs:  academic  or  voca- 
tional. The  latter  ranges  from  one  to  four  years.  At  one  time  secondary 
schools  were  predominately  academic;  they  prepared  students  for 
university.  Vocational  schools  were  separate  institutions,  located  only 
in  large  cities.  Today,  in  addition  to  technical  and  commercial  high 
schools,  most  secondary  institutions  are  composite  or  comprehensive. 
Programs  include  both  academic  courses  as  a  prelude  to  university,  and 
vocational  courses  that  prepare  students  for  either  an  occupation  or  a 
post-secondary,  non-university  education.  Vocational  training  covers 
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such  subjects  as  home  economics,  agriculture,  shop-work  and  commer- 
cial skills. 

The  principle  of  promotion  by  subject  has  been  implemented  to  a 
greater  extent  in  secondary  schools  than  at  the  elementary  level.  Some 
jurisdictions  have  partially  or  entirely  eliminated  age-grouped  classes. 
The  length  of  schooling  depends  on  accumulation  of  a  requisite  number 
of  credits.  Thus  subject  promotion  is  replacing  grade-promotion.  Most 
provinces  have  abolished  external  graduating  examinations:  schools 
conduct  their  own.  Diplomas  are  still  issued  by  the  province  on  the 
recommendation  of  individual  schools. 

In  recent  years  educational  programs  for  adults  have  assumed  increas- 
ing prominence  in  Canada.  School  boards,  community  colleges  and 
universities  offer  extensive  adult  education  in  part-time  programs  for 
personal  enrichment  or  to  lead  to  a  degree. 

EDUCATION  in  the  WESTERN  PROVINCES 

Although  a  general  structure  of  education  prevails  throughout  the  coun- 
try, cultural  traditions,  diverse  historical  developments,  geographical 
stituations,  economics  and  social  conditions  may  affect  school  organiza- 
tion in  each  province. 


Alberta 

In  1972,  responsibility  for  education  was  divided  between  an  education 
department  and  a  department  of  advanced  education  and  manpower, 
each  with  its  own  minister.  The  former  deals  with  elementary  and 
secondary  education.  The  latter  has  jurisdiction  over  universities,  post- 
secondary  non-university  institutions,  vocational  training  centers,  adult 
education  provided  by  school  boards  and  other  public  or  private  agen- 
cies, apprenticeship  programs,  federal  manpower  programs  and  pro- 
grams offered  by  licensed  business  or  trade  schools. 

Local  administration  is  based  on  the  school  district,  although  respon- 
sibility has  largely  been  assumed  by  school  divisions  and  counties. 
There  are  60  school  division  and  counties  containing  4,191  districts, 
plus  149  districts  not  in  divisions  or  counties.  Districts  and  divisions 


have  their  own  school  boards.  Religious  minorities  may  establish 
separate  school  districts  with  the  same  rights  and  obligations  as  public 
ones. 

Attendance  is  compulsory  for  children  from  6  to  15  years  of  age. 
Kindergarten  is  not  part  of  the  provincial  school  system  although  some 
urban  centers  provide  it.  The  predominant  grade  pattern  is:  elementary 
(grades  1-6),  junior  high  (grades  7-9),  and  senior  high  (grades  10-12). 
Secondary  schools  operate  on  the  comprehensive  or  composite  princi- 
ple. Academic  subjects  and  a  range  of  vocational  subjects  are  taught. 

Post- secondary  technical  education  is  offered  at  two  institutes  of 
technology,  and  at  agricultural  and  vocational  colleges.  Six  community 
colleges  and  three  other  colleges  have  university  transfer  and 
technology  programs,  adult  education,  community  service  and 
academic  upgrading.  Nursing  diploma  programs  are  offered  in  hospital 
schools  and  four  community  colleges. 

University  of  Alberta  programs  lead  to  undergraduate  and  graduate 
degrees,  diplomas  and  certificates.  A  constituent  college,  the  College 
Universitaire  Saint-Jean,  has  a  bilingual  program  toward  the  first 
degree.  A  number  of  affiliated  colleges  provide  up  to  two  years  of 
university  education.  The  university,  located  in  Edmonton,  operates 
extension  programs  in  other  centers.  As  well,  there  are  three  other 
universities  in  Calgary,  Lethbridge  and  Athabasca  in  Edmonton,  also 
the  site  of  the  Newman  Theological  College. 


British  Columbia 

The  province  is  divided  into  about  90  school  districts;  each  elects  a 
board  of  trustees  for  a  two-year  term.  As  well  as  having  jurisdiction 
over  its  district,  a  board  may  cooperate  with  one  or  more  other  districts 
to  operate  regional  colleges. 

Children  of  7  to  15  years  must  attend  school,  but  participation  in  an  op- 
tional kindergarten  year  is  almost  universal.  Elementary  school  extends 
over  seven  years,  followed  by  three  years  of  junior  high  and  two  years 
of  senior  high.  In  the  senior  years,  employment-oriented  courses  are 
available.  As  well  as  high  school  courses,  technical  and  vocational 
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education  is  provided  by  programs  run  in  cooperation  with  the  federal 
government,  and  in  vocational  schools  throughout  the  province. 

Most  of  the  17  regional  colleges  are  operated  by  groups  of  school 
boards.  The  colleges  conduct  a  variety  of  career  and  transfer  programs, 
although  some  specialize  in  particular  fields,  such  as  art  or  fashion 
design.  The  British  Columbia  Institute  of  Technology  (BCIT)  is  main- 
tained by  the  B.C.  education  department.  BCIT  provides  career  training 
only.  As  they  can  in  hospital  schools,  students  may  earn  nursing 
diplomas  from  BCIT  or  from  several  community  colleges. 

The  largest  degree-granting  institution,  the  University  of  British  Co- 
lumbia, has  undergraduate  and  graduate  programs  in  most  major 
disciplines.  There  are  three  other  universities  and  a  number  of  colleges, 
most  church-related.  The  universities  are  supervised  by  two  regulatory 
bodies  that  advise  the  government  on  curriculum  and  finance.  Another 
government-appointed  board  makes  recommendations  on  develop- 
ment, coordination  and  financing  of  all  types  of  post-secondary  institu- 
tions. 


elementary-secondary  grades  have  been  reorganized  into  four  three- 
year  divisions.  Prospective  graduates  from  grade  12  must  write  stan- 
dard departmental  examinations. 

High  schools  offer  vocational  subjects  in  general,  including  industrial 
arts,  commercial  or  special  terminal  programs,  none  of  which  qualify 
students  for  university  entrance.  The  content  of  such  courses  is  coor- 
dinated with  the  province's  two  community  colleges  and  three 
technical  institutes.  Agricultural  courses  are  given  throughout  the  prov- 
ince in  cooperation  with  the  provincial  agriculture  department  and  ap- 
prenticeship training  is  provided  in  conjunction  with  the  labor  depart- 
ment. All  nursing  instruction  is  given  by  community  colleges. 

The  University  of  Saskatchewan  and  the  University  of  Regina  operate 
undergraduate  and  graduate  degree  programs.  In  addition,  four 
theological  colleges  |two  associated  with  the  University  of  Saskat- 
chewan) have  degree-granting  power. 


Saskatchewan 

Two  departments— education  and  continuing  education— report 
through  the  same  minister,  but  each  has  a  separate  structure.  The  latter 
was  established  in  1972  to  handle  all  {Xjst-secondary  matters. 

The  province  is  divided  into  eight  education  regions,  and  subdivided  in- 
to 66  school  units  plus  non-unit  rural  districts,  villages,  towns  and 
cities.  Local  administration  is  based  on  districts,  which  may  be  set  up 
for  public  and  Protestant  or  Roman  Catholic  separate  schools.  School 
boards  of  five  to  eight  members  are  elected  in  each  district  for  three- 
year  terms.  Education  in  northern  areas  is  administered  by  a  depart- 
ment for  Northern  Saskatchewan. 

Attendance  is  compulsory  from  7  to  16  years,  although  kindergarten  is 
available,   particularly  in  larger  urban  centers.  The  traditional    12 


Conflict  Resolution         145 


WATER  CONFLICT  RESOLUTION 


PERSPECTIVE 

Water  issues  historically  have  been  the  most  important  transboundary 
concerns  for  Montanans.  It  should  not  be  surprising  that  two  recent 
disputes  between  Montana  and  Canada  involve  water.  The  Poplar 
River  and  Cabin  Creek  issues  have  their  origins  in  long-standing  ar- 
rangements over  waters  crossing  the  international  border,  but  they  ex- 
fend  to  a  wide  range  of  present  environmental  concerns  over  resource 
development.  They  illustrate  the  need  to  develop  mechanisms  for 
handling  an  array  of  potential  impacts  stemming  from  similar  projects 
on  the  horizon. 

The  first  inclination  of  concerned  Montanans  in  both  cases  was  to  seek 
recourse  from  the  International  Joint  Commission,  a  well  known  inter- 
national mechanism  for  resolving  transboundary  environmental  prob- 
lems. The  IJC  was  created  in  1909  by  the  Treaty  between  the  United 
States  and  Canada.  Because  of  its  fairly  impressive  track  record  in  deal- 
ing with  pollution  of  the  Great  Lakes,  there  was  high  expectation  that 
the  IJC  would  satisfy  Montana's  claims  to  justice  and  equity  in  these 
contemporary  cases  affecting  the  western  border. 
These  hopes  proved  to  be  overly  optimistic.  The  results  of  the  commis- 
sion's  decisions  concerning  Poplar  River  and  the  likely  outcome  of  the 
Cabin  Creek  issue  illustrate  the  limitations  of  the  IJC.  Montana  actors 
may  have  been  misguided  in  both  cases  because  they  misunderstood 
the  scope  and  authority  of  the  IJC. 

Water  constitutes  a  significant  part  of  the  international  boundary  in  the 
East,  and  many  rivers  cross  and  recross  the  49th  Parallel  in  the  West. 
The  Boundary  Waters  Treaty  affirms  the  right  of  the  upstream  nation  to 
use  all  of  the  waters  that  arise  within  its  borders  (the  so-called  "Har- 
mon Doctrine  ").  But  it  makes  exception  for  existing  downstream  rights 


because  both  Canada  and  the  U.S.  are  downstream  users;  a  pragmatic 
doctrine  of  "co-riparian  cooperation"  has  evolved. 

The  treaty  also  modifies  the  right  to  divert,  impound  or  use  water: 
"Waters  flowing  across  the  boundary  shall  not  be  polluted  on  either 
side  to  the  injury  of  health  or  property  on  the  other."  The  IJC  may  need 
to  decide,  therefore,  on  both  an  equitable  apportionment  of  waters  at 
the  border  and  the  extent  of  downstream  pollution  resulting  from  a 
project  diverting  part  of  a  river  flow. 

The  IJC  has  no  authority  to  enforce  the  Boundary  Waters  Treaty.  Its  ac- 
tual powers  are  quite  limited  and  it  behaves  more  like  an  arbiter  than  a 
tribunal.  The  IJC  has  six  members,  three  appointed  by  each  country, 
creating  the  potential  for  deadlock  on  any  decision.  But  this  opportuni- 
ty for  stalemate  has  usually  has  not  been  the  real  stumbling  block  and 
the  IJC  has  reached  many  consensual  decisions. 

The  real  problem  involves  the  relationship  among  the  IJC  and  the  two 
nations;  the  IJC  cannot  act  unless  it  receives  a  joint  reference  from  both 
nations,  and  its  rulings  do  not  take  effect  unless  both  nations  agree  to 
abide  by  its  findings.  Extended  negotiations  are  the  rule.  Experience 
has  demonstrated  that  the  IJC  works  best  when  both  sides  have  a 
mutual  interest  in  abating  pollution  of  a  shared  watershed— as  in  the 
Great  Lakes.  This  situation  is  the  exception  rather  than  the  rule  along 
the  49th  Parallel,  because  a  particular  project  usually  makes  one  nation 
the  upstream  beneficiary  and  the  other  nation  the  downstream  victim. 
In  both  of  the  cases  to  be  examined  here,  Montana  sees  itself  as  the 
downstream  victim. 


Poplar  River  Project 

INTRODUCTION 

Saskatchewan  decided  in  the  early  1970s  to  meet  an  expected  shortage 
of  electricity  by  building  a  coal-fired  power  plant  at  a  remote  site  just  a 
few  miles  north  of  the  U.S.  border.  The  power  plant  proposal,  together 
with  a  strip  mine  and  a  dam  on  the  Poplar  River,  invoked  a  storm  of 
protest  from  the  Montana  side  of  the  border.  Provincial  and  national 
governments  engaged  in  prolonged  negotiations  and  recourse  was 
made  to  the  International  Joint  Commission,  which  has  recommended 
a  resolution. 

The  tenacity  of  local  opponents  elevated  the  Poplar  River  Project  to  an 
international  issue  out  of  proportion  to  the  size  or  the  negative  impacts 
of  the  project.  Only  the  presence  of  the  international  border  can  help  to 
explain  the  black-and-white  debate  that  emerged  over  the  issue. 
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EXPLANATION 
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Maps  of  Poplar  River  Basin,   Saskatchewan-Montana. 


Source;  International  Poplar  River  Water  Quality  Study,  Main  Report,  1979. 


There  were  misconceptions  born  of  ignorance  and  naivete  on  both 
sides.  Montanans  suffered  from  an  acute  lack  of  accurate  information 
about  the  project  and  a  chronic  misunderstanding  about  the  process  of 
approving  such  a  project  in  Canada.  Montana  officials  also  had  an  in- 
flated belief  in  the  legal  or  political  ability  of  the  U.S.  to  veto  the  proj- 
ect. Saskatchewan  officials  blundered  into  a  hornet's  nest  they  never 
expected  to  find  on  the  sparsely  populated  prairie.  They  did  not  an- 
ticipate the  heated  reaction  to  the  project's  environmental  impacts,  nor 
did  they  expect  to  see  either  the  Canadian  or  the  U.S.  governments  so 
involved  in  a  decision  they  felt  rightfully  belonged  to  Saskatchewan. 

ORIGINAL  POPLAR  RIVER  PROJECT 

The  Saskatchewan  Power  Corporation  (SPC)  in  1971  decided  that 
reserves  of  lignite  coal  near  Coronach  could  be  mined  in  support  of  a 
thermal  power  plant.  In  March  1972  the  SPC  applied  to  the  provincial 
government  for  an  appropriation  of  water  from  the  East  Poplar  River 
for  condensation  and  cooling  water.  In  July,  the  amount  of  6000  acre- 
feet  per  year  was  reserved  for  the  project  for  an  initial  period  of  five 
years. 

SPC  engaged  consulting  engineers  to  study  the  feasibility  of  developing 
a  thermal  power  plant  near  its  established  coal  reserves  in  November 
1972.  The  first  of  a  series  of  studies  was  completed  the  following 
March.  The  original  plans  called  for: 

•  a  1200-MW  coal-fired  power  plant  composed  of  four  phased  300- 
MW  units  constructed  six  miles  south  of  Coronach  at  a  cost  of 
$1,236  million; 

•  cooling  and  circulation  water  to  be  supplied  from  a  dam  con- 
structed on  the  East  Poplar  River.  The  power  plant  would  be  on  the 
west  bank  of  the  reservoir  (subsequently  named  Cooksen  Reser- 
voir) approximately  one  mile  upstream  from  the  dam  (subsequent- 
ly named  Morrison  Dam).  The  dam  itself  is  about  two  and  one-half 
miles  north  of  the  Montana  border; 

•  a  lignite  strip  mine  six  miles  northwest  of  the  plant  site  would  be 
the  source  of  fuel.  Coal  for  one  300-MW  unit  would  require  the 
disturbance  of  160-320  acres  per  year.  Coal  reserves  covered  an 
area  of  21,000  acres,  but  only  one-half  of  this  amount  would  be 
needed  over  the  30-year  life  of  the  1200-MW  facihty; 

•  overburden  depths  at  the  mine  would  average  85  feet,  the  coal 
seam  another  10  feet.  The  expected  coal  yield  was  13,000  tons  per 
acre; 

•  coal  would  be  delivered  to  the  plant  site  via  haul  trucks,  where  it 
would  be  crushed  and  stockpiled; 
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•  tests  by  the  SPC  revealed  that  the  coal  in  the  ground  was  35-40  per- 
cent water  by  weight.  Wells  would  have  to  be  drilled  into  the  coal 
seam  aquifer  and  water  pumped  out  at  the  rate  of  2000-3000  US 
gallons  per  minute.  This  water  would  be  discharged  into  Girard 
Creek,  which  flows  into  Cooksen  Reservoir: 

•  these  tests  further  indicated  that  the  dry  weight  coal  had  a  heating 
capability  of  7220-8960  Btu/pound,  but  at  the  mine  mouth  was  ex- 
pected to  be  only  6000  Btu/pound,  and  the  boilers  were  designed 
with  that  in  mind.  The  dry  coal  also  averaged  25  percent  ash  and  .8 
percent  sulfur  by  weight; 

•  Cooksen  Reservoir  would  initially  flood  960  acres  and  store  14,000 
acre-feet  of  water.  The  1200-MW  plant  would  require  11,000  acre- 
feet  per  year  in  natural  and  induced  evaporation,  not  to  mention 
cooling  and  circulation  water.  This  amount  is  equivalent  to  the 
mean  annual  flow  of  the  whole  East  Poplar  River  at  the  interna- 
tional boundary; 

•  development  of  the  third  and  fourth  300-MW  units  would  require 
an  interbasin  transfer  of  water  from  the  South  Saskatchewan  River 
or  some  other  source,  but  the  East  Poplar  was  acknowledged  to 
have  only  enough  capacity  to  supply  the  needs  of  the  first  two 
units.  The  reservoir  would  require  construction  of  two  bridges  and 
relocation  of  one  road; 

•  diverted  but  unevaporated  water  would  be  returned  to  the  reser- 
voir through  a  series  of  canals  and  lagoons.  Each  300-MW  unit 
would  require  136,000  US  gallons  of  water  to  transport  bottom  ash 
to  an  ash  lagoon,  where  the  ash  would  be  precipitated  and  the 
water  recycled.  Water  returned  to  Cooksen  Reservoir  would  be  no 
warmer  than  80  degrees  Fahrenheit; 

•  air  pollution  control  would  include  dust  precipitators  rated  at  96 
percent  collection  efficiency,  but  would  not  include  gas  condition- 
ing or  coal  additives.  One  50C-foot  smokestack  would  serve  two 
300-MW  units; 

•  precipitated  fly  and  bottom  ash  would  be  hauled  to  natural  depres- 
sions or  worked  out  areas  of  the  mine  for  burial,  and 

•  a  230-KV  transmission  line  would  connect  the  plant  to  Coronach, 
where  the  electricity  could  be  dispersed  by  an  existing  power  grid. 


TRANSBOUNDARY  IMPACT  CONCERNS 

Water  Quantity 

The  East  Poplar  River  can  provide  only  a  small  and  unpredictable  sup- 
ply of  water.  Downstream  users,  mostly  in  Montana,  are  afraid  that 


their  present  and  future  uses  (irrigation,  domestic  consumption,  recrea- 
tion] would  be  threatened  by  this  new  source  of  consumption,  along 
with  aquifer  disruption  caused  by  mine  operations  (including  dewater- 
ingl- 

Water  Quality 

Natural  evaporation  from  Cooksen  Reservoir  would  increase  concen- 
trations of  boron,  total  dissolved  solids  (TDS)  and  other  undesirable 
compounds  downstream.  Mine  dewatering  and  stockpile  and  mine 
runoff  would  increase  levels  of  heavy  metals  in  the  surface  water. 
Seepage  from  the  ash  lagoons  could  also  pollute  the  groundwater  of  the 
area  (which  flows  in  the  direction  of  the  U.S.  border). 

Air  Quality 

Mine  operations,  coal  hauling  and  burning  at  the  plant  could  create 
problems  of  fugitive  dust  or  particulates.  The  air  usually  flows  in  the 
direction  of  the  U.S.  Gaseous  oxides  of  sulphur  and  nitrogen,  both  of 
which  can  adversely  affect  human  health,  crops,  and  other  real  proper- 
ty, would  be  released  untreated  through  the  smokestack.  This  par- 
ticular lignite  is  also  fairly  radioactive,  and  the  Poplar  River  Project 
would  emit  greater  than  average  amounts  of  uranium  and  strontium  in- 
to the  atmosphere.  Periods  of  fumigation  might  become  necessary. 

Fish  and  Wildlife 

Prior  to  the  project,  the  East  Poplar  River  was  a  good  warm-water 
fishery  for  walleye  and  northern  pike  in  Montana,  but  flows  were  too 
low  and  sporadic  for  these  fish  to  live  on  the  Canadian  side  of  the 
border.  The  consumption  of  water  by  the  power  plant  would  decrease 
flows  in  Montana.  The  construction  of  a  dam  upstream  would  also 
eliminate  the  annual  periods  of  high  flows  that  maintained  the  channel 
regime  by  flushing  out  accumulated  sediment  and  allowing  the  fish  to 
reproduce  and  survive.  The  fishery  would  be  irreparably  damaged  in 
Montana,  but  construction  of  the  reservoir  would  increase  flsh  habitat 
in  Canada.  Waterfowl  habitat  would  be  damaged  over  a  ten-mile 
stretch  of  the  river  below  the  dam  but  aggregate  habitat  would  be  in- 
creased by  the  reservoir. 

Socioeconomic 

The  loss  of  crop  production  from  polluted  air  and  irrigation  water  was 
the  major  economic  concern  of  the  people  in  Montana,  although  some 
fears  were  also  expressed  over  the  potential  human  health  costs.  The 
repercussions  of  foregone  profits  by  area  farmers  would  probaly  have 
an  impact  on  the  social  organization  of  the  area. 
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THE  ROLE  of  the  IJC 

On  September  4,  1974,  the  SPC  formally  announced  its  plans  for 
developing  the  power  station  and  applied  for  approval  for  the  first 
300-MW  unit  from  the  Saskatchewan  Department  of  the  Environment 
under  a  new  procedure.  One  week  later  the  Minister  of  the  Environ- 
ment appointed  a  Board  of  Inquiry,  which  held  three  days  of  public 
hearings  on  the  project  in  November.  No  Montana  testimony  was 
received  at  these  hearings.  An  "information  exchange"  between  Mon- 
tana and  Saskatchewan  was  held  on  December  30,  1974.  In  January 
1975  then-Montana  Governor  Judge  wrote  the  U.S.  State  Department 
about  the  Poplar  River  Project,  stating  environmental  concerns  in  Mon- 
tana and  requesting  IJC  involvement.  This  was  the  first  notification 
given  the  State  Department  and  the  beginning  of  international  negotia- 
tions. 

In  February  1975,  the  Board  of  Inquiry  Report  was  received  and  the 
Saskatchewan  Department  of  the  Environment  indicated  its  intent  to 
proceed  with  an  application  to  the  national  government  for  a  license  to 
construct  the  dam  as  required  under  the  International  River  Im- 
provements Act.  This  was  the  only  permit  required  from  the  national 
government  on  any  aspect  of  the  Poplar  River  Project. 

The  Canadian  government  conditionally  approved  a  five-year  license 
for  Morrison  Dam  on  April  29,  1975.  Construction  began  immediately. 
The  International  Air  Pollution  Advisory  Board  of  the  IJC  recom- 
mended greater  particulate  control.  In  bilateral  negotiations  held  short- 
ly thereafter  (in  which  Montana  officials  played  a  part),  a  memoran- 
dum of  agreement  was  reached;  Saskatchewan  agreed  to  99  percent 
particulate  control,  but  refused  to  use  sulfur  scrubbers. 

In  January  1976,  the  Poplar  River  Task  Force  of  the  International 
Souris-Red  Rivers  Engineering  Board  recommended  a  50-50  interim  ap- 
portionment of  waters  and  a  formal  water  quality  reference  to  the  IJC. 
One  month  later,  the  U.S.  State  Department  proposed  to  Canada  a 
water  quality  reference  and  requested  that  dam  construction  be 
suspended.  Construction  of  the  plant  began  in  April  of  1976. 

Not  until  August  2,  1977,  did  the  State  Department  and  Canada's 
Department  of  External  Affairs  agree  to  wording  for  a  Poplar  River 
water  quality  reference.  Terms  of  the  reference  addressed  a  600-MW 
facility.  A  short  time  later  the  International  Poplar  River  Water  Quality 
Board  was  created  and  asked  to  make  a  technical  report  to  the  IJC.  Near 
the  end  of  1977,  the  SPC  requested  permission  to  construct  a  second 
300-MW  facility  at  the  Poplar  River  site,  and  the  Department  of  the  En- 
vironment created  the  Poplar  River-Nipawin  Board  of  Inquiry. 


A  strongly  worded  diplomatic  note  was  issued  to  External  Affairs  by 
the  U.S.  State  Department  in  March  1978.  It  expressed  consternation 
about  Saskatchewan's  consideration  of  a  second  unit  before  the  IJC's 
formal  recommendations  on  the  first  unit  had  been  released.  Saskat- 
chewan responded  that  it  would  not  delay  a  decision  on  the  second 
unit,  but  it  gave  assurances  that  no  construction  would  begin  until  the 
IJC  reports  were  received.  The  State  Department  stated  that  it  was  not 
satisfied  with  this  answer.  On  May  16,  1978,  the  IJC  issued  its  report  on 
water  apportionment;  it  advocated  the  50-50  interim  apportionment  of 
the  East  Poplar  River  but  advised  against  any  final  agreement  until  its 
water  quality  recommendations  could  be  made. 

In  February  1979,  an  interim  IJC  report  noted  problems  in  the  project's 
ash  lagoon  system  that  prompted  changes  in  the  system's  design.  The 
redesigned  lagoons  would  now  be  lined  with  a  clay  membrane  and  ash 
recirculation  water  would  be  reused  in  a  closed  system  instead  of  being 
flushed  back  into  Cooksen  Reservoir.  This  system  would  be  experimen- 
tal. 

The  International  Poplar  River  Water  Quality  Board's  report  was 
released  in  July  1979.  The  report  recommended  certain  water  quality 
objectives  to  be  met  at  monitoring  stations  at  the  border.  It  also  recom- 
mended continued  surveillance  of  ground  water  and  endorsed  the 
change  in  the  ash  lagoon  design.  Generally,  it  concluded  that  the  Poplar 
River  Project  would  not  create  significant  downstream  water  pollution. 
Hearings  on  this  report  were  held  during  the  middle  of  October  in 
Scobey  and  Coronach.  Much  of  the  testimony  focused  on  the  TDS  and 
boron  water  quality  objectives,  which  many  Montanans  considered  lax. 

On  November  11,  1979,  the  Department  of  the  Environment  approved 
construction  of  the  second  unit.  The  Saskatchewan  Department  of  the 
Environment  closed  Cooksen  Reservoir  to  fishing  at  the  end  of 
December  because  walleye  caught  there  were  discovered  to  contain 
high  concentrations  of  mercury. 

The  beginning  of  1980  saw  the  creation  of  the  Poplar  River  Bilateral 
Monitoring  Committee.  It  consists  of  one  representative  each  from 
Montana,  the  U.S.,  Canada  and  Saskatchewan,  with  two  ex  officio 
members  from  local  governments,  one  each  from  either  side  of  the 
border.  A  draft  EIS  by  the  Environmental  Protection  Agency  on  the 
Poplar  River  Project  was  released  in  July  1980.  It  was  met  with 
criticism  from  all  parties  involved  in  the  negotiations. 

In  January  1981,  the  final  IJC  report  on  the  Poplar  River  Water  Quality 
Reference  was  issued.  It  cited  accomplishments  such  as  monitoring, 
greater  particulate  control,  lining  of  the  ash  lagoons  and  creation  of 
water  quality  objectives.  It  recommended  permanent  acceptance  of 
water  apportionments  recommended  by  Poplar  River  Task  Force  and 
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the  creation  of  a  permanent  claims  commission  by  which  SPC  could  be 
forced  to  pay  damages  for  downstream  pollution. 

The  final  Environmental  Protection  Agency  EIS  issued  in  June  1981 
contained  substantial  revisions.  While  granting  that  improvements  had 
been  made,  people  in  the  Scobey  area  were  still  dissatisfied  with  the 
conclusions.  In  comments  on  the  final  EIS,  the  Three  Corners  Boundary 
Association  tried  to  convince  the  EPA  to  reinitiate  the  impact  statement 
process. 

The  first  300-MW  unit  of  the  Poplar  River  Project  was  commissioned  in 
June  1981,  and  commercial  operations  began  the  following  month. 

The  Poplar  River  Bilateral  Monitoring  Committee  issued  its  first  annual 
report  in  March,  1982.  While  maintaining  that  no  serious  transboun- 
dary  problems  then  existed,  this  document  noted  that  the  first  unit  was 
shut  down  27  times  in  its  first  six  months  of  operation,  that  there  were 
17  accidental  spills  of  ash  lagoon  and  recirculation  water,  unusually 
high  increases  in  TDS  and  other  contaminants  in  a  few  groundwater 
monitoring  stations,  and  a  very  opaque  smoke  plume.  The  boiler  had 
been  a  major  source  of  problems  as  the  coal  apparently  would  not  con- 
tinue to  burn  without  the  injection  of  diesel  fuel.  SPC  had  fallen  far 
behind  schedule  on  construction  of  the  second  unit,  with  the  tentative 
commissioning  date  set  back  to  the  end  of  1983. 

ANALYSIS 

Governments  in  Canada  and  the  U.S.  now  consider  the  issue  resolved, 
even  though  the  water  apportionment  treaty  has  not  yet  been  consum- 
mated. The  physical  realities  of  the  strip  mine,  reservoir  and  generating 
facilities  obviate  the  question  of  what  can  be  done  about  them.  SPC  has 
given  assurances  that  no  more  units  will  be  built  at  the  Poplar  River 
site. 

What  can  be  learned  from  this  experience  that  might  apply  to  a  similar 
scene  at  a  different  location?  Several  lessons  about  the  IJC  are  clear. 
What  appears  on  paper  to  be  a  prominent  "court  of  last  resort"  is  ac- 
tually a  rather  fragile  body  that  relies  on  persuasion  because  there  are 
several  weak  links  in  its  "chain  of  command."  First,  the  IJC  has  no 
jurisdiction  until  both  sides  agree  to  "refer"  the  dispute.  Second,  it  may 
become  deadlocked  on  a  decision  because  of  the  equal  number  of  com- 
missioners. Third,  neither  side  is  obligated  to  accept  the  decision  of  the 
IJC.  Fourth,  precedents  for  adjudication  are  not  clear. 

The  IJC  cannot  resolve  transboundary  problems:  it  can  only  study  some 
of  them.  The  commission  lacks  the  structural  capacity  to  decide  issues, 
as  is  reflected  in  its  equal  representation  composition.  In  case  of  tie 
votes  no  compromise  is  attempted;  instead  two  recommendations  are 
made. 


The  IJC  cannot  enforce  any  of  its  recommendations  with  sanctions.  If 
governments  choose  to  ignore  it,  they  can  and  do.  Knowing  this,  there 
is  little  incentive  for  the  IJC  to  take  a  position  it  cannot  defend. 

An  important  problem  with  IJC  process  is  having  to  decide  what  to 
refer  to  the  IJC  and  when  in  the  stages  of  a  project's  development  to 
make  the  referral.  The  IJC  was  clearly  hinting  at  the  need  for  a  water 
quality  reference  from  the  outset  but  did  not  receive  one  until  Morrison 
Dam  had  already  been  constructed.  The  Poplar  River  Project  therefore 
had  to  be  considered  an  existing  use  of  water  in  the  International  Poplar 
River  Water  Quality  Study  under  the  1966  Helsinki  Rules. 

The  IJC's  rules  of  procedure  prescribe  prior  notice  and  consultation 
between  governments  for  projects  such  as  Poplar  River.  Canada  and 
the  United  States  have  different  opinions  about  the  amounts  of  infor- 
mation they  have  a  responsibility  to  share.  The  IJC  expressed  exaspera- 
tion with  the  Poplar  River  Project  reference  because  of  the  lack  of  prior 
notice,  consultation  and  good  background  data. 

The  IJC  was  originally  designed  to  be  a  technical  fact-finding  commit- 
tee, yet  its  work  can  have  major  political  overtones.  In  deahng  with  the 
IJC,  governments  have  difficulty  deciding  whether  they  should  expect 
political  negotiation  or  scientific  debate  at  the  IJC.  Negotiation  is  dif- 
ficult for  an  organization  that  has  great  trouble  finding  the  necessary 
resources  to  meet  its  function  of  providing  information. 

There  were  also  serious  limitations  on  the  quality  of  technical  informa- 
tion during  the  Poplar  River  project.  First,  baseline  data  concerning 
water  quality  on  the  American  side  was  insufficient,  since  monitoring 
began  in  earnest  only  after  construction  of  Morrison  Dam  had  begun. 
Scientific  research  on  the  effects  of  increased  boron  concentrations  in 
irrigation  water  on  crops  was  inconclusive.  The  ability  to  predict  en- 
vironmental impacts  from  projects  like  Poplar  River  was  in  constant 
dispute.  Experts  contradicted  each  other  on  such  things  as  the  long- 
term  environmental  costs  of  low  levels  of  sulphur  dioxide  and  its  effect 
on  human  health,  or  the  level  at  which  salts  in  irrigation  water  actually 
damage  crops. 

Measuring  environmental  damages  and  assigning  them  economic 
values  within  strict  scientific  and  ecological  parameters  can  be  very  dif- 
ficult, but  it  is  easy  compared  with  the  task  given  the  IJC.  This 
"tribunal"  was  put  in  the  impossible  position  of  trying  to  weigh  only 
those  damages  that  occurred  on  one  side  of  an  ecologically  artificial 
border,  and  it  was  expected  to  do  so  under  an  international  political 
microscope. 

A  question  of  equity  arises  for  cases  like  this  one,  where  nearly  all  of 
the  benefits  of  the  project  are  appreciated  in  one  jurisdiction  while  the 
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vast  majority  of  the  costs  are  felt  in  another.  The  problem  is  more  dif- 
ficult because  of  its  international  character,  because  there  is  no 
capability  to  appeal  to  a  higher  arbiter.  Also,  the  only  historical 
criterion  for  determining  what  is  fair  at  the  international  level  is  that 
which  is  forcibly  defendable.  Transboundary  international  pollution 
problems  provide  a  real  dilemma;  they  are  not  important  enough  to 
raise  armies  over,  but  they're  too  costly  to  ignore. 

A  local  issue  can  become  a  small  part  of  a  much  broader  process  of  in- 
ternational negotiation  leading  to  concern  that  a  local  problem  might 
not  be  given  the  respect  or  attention  it  is  felt  to  deserve.  The  local  issue 
may  even  be  used  as  a  bargaining  chip  in  a  tradeoff  for  something  else 
that  is  also  important  in  U.S. -Canadian  relations  (although  the  principle 
of  "linkage"  is  avoided  in  public  discussion  by  diplomats). 

What  is  fair  between  Canadian  and  U.S.  citizens  as  a  whole  may  not  be 
fair  between  the  people  of  Saskatchewan  and  Montana.  States  are  for- 
bidden by  Article  I  of  the  Constitution  to  carry  out  international 
negotiations.  Consequently,  local  concerns  can  be  lost  if  they  run 
counter  to  the  current  perception  of  the  national  interest.  In  other 
words,  the  only  U.S.  perspective  that  counts  on  the  Montana- 
Saskatchewan  border  could  be  the  one  developed  in  Washington,  DC. 
The  State  Department,  Montana's  intermediary  in  negotiations  with 
Saskatchewan,  did  not  necessarily  share  all  of  the  state's  concerns. 

Montana  was  at  a  greater  original  disadvantage  in  its  international 
negotiating  position  than  it  realized,  a  disadvantage  that  the  SPC  could 
not  have  possibly  caused  by  itself.  The  complex  web  of  international 
and  intergovernmental  relations  made  a  favorable  outcome  for 
residents  of  the  Montana  side  of  the  Poplar  River  Basin  far  more  unlike- 
ly than  they  would  have  believed. 

The  Poplar  River  Project  is  more  palatable  in  Montana  than  it  would 
have  been  if  SPC  had  not  been  compelled  to  change  its  original  plans. 
Given  the  international  constraints.  Poplar  River  negotiations  much  be 
considered  a  success  and  some  credit  goes  to  the  Montana  contingent. 
State  and  federal  officials  believe  that  to  demand  any  further  conces- 
sions for  Montana's  environmental  protection  might  invite  reopening 
the  issue  of  additional  projects  on  the  Saskatchewan  side  of  the  border. 

Montanans  did  not  find  the  kind  of  access  into  Canadian  decision  mak- 
ing that  they  had  come  to  expect  from  their  own  government.  The  most 
successful  channels  for  Montana  negotiations  were  those  most  directly 
involving  Saskatchewan  officials.  Talks  at  the  U.S. -Canadian  level  were 
generally  unproductive;  there  seemed  to  be  less  willingness  to  com- 
promise from  national  governments  concerned  with  prestige.  Direct 
discussions  between  Montana  and  Saskatchewan  officials,  who  knew 


exactly  what  they  considered  important  to  residents  of  the  area,  pro- 
duced concessions.  Face-to-face  talks  revealed  that  neither  side  was  as 
unreasonable  as  expected. 

This  controversy  is  often  criticized  for  the  lack  of  citizen  participation 
and  absence  of  public  information  on  negotiating  sessions.  The  Saskat- 
chewan government  did  not  favor  public  involvement  in  the  Poplar 
River  Project.  Total  public  disclosure  of  highly  technical  information 
was  thought  to  afford  too  much  opportunity  for  distortion.  But  both 
Coronach  and  Scobey  residents  did  force  revelation  of  information  that 
helped  produce  a  useful  dialogue  on  the  merits  of  the  case. 

The  IJC  proceedings  were  very  important  as  a  safety  valve  for  the  par- 
tisan feelings  on  both  sides.  It  was  a  place  to  "let  off  steam,"  and  the 
legitimacy  of  the  IJC  assured  local  residents  that  officials  actually  were 
listening.  The  IJC  also  helped  government  officials  by  reducing  some  of 
the  public  pressure  on  them,  although  it  could  be  argued  that  final 
disposition  of  the  project  could  have  been  enhanced  if  the  public  had 
directed  more  pressure  in  this  direction. 

Publicity  on  the  issue  tended  to  portray  a  polarization  of  views.  Mon- 
tanans were  seen  as  being  totally  opposed  to  any  development  in  that 
part  of  Canada,  while  the  SPC  was  characterized  as  coveting  its  project 
at  any  cost.  At  times,  to  be  sure,  the  negotiations  did  break  down  into  a 
simple  case  of  "us"  versus  "them."  The  dispute  sometimes  became 
highly  personalized,  and  lost  sight  of  the  more  important  questions  of 
what  was  best  for  the  parties  involved.  This  precedent  does  not  bode 
well  for  the  consideration  of  similar  projects  in  the  future. 

There  is  still  vociferous  opposition  to  the  project  by  environmental 
groups  in  Montana,  which  were  seen  by  Saskatchewan  officials  as  hav- 
ing a  detrimental  effect  on  the  negotiations.  But  their  influence  in  the 
proceedings  was  limited  mainly  to  keeping  U.S.  officials  from  forget- 
ting the  importance  of  the  subject  to  area  residents.  Their  net  impact  on 
the  process  was  positive,  but  some  observers  speculate  that  this  type  of 
militancy  could  adversely  affect  Saskatchewan's  approach  to  future 
projects.  Such  advocacy  groups  are  bound  to  be  involved  in  future  pro- 
jects, and  they  too  should  learn  from  this  case  study  what  they  can 
reasonably  expect  to  accomplish. 

In  the  final  analysis,  Montana  is  more  the  victim  of  its  location  than  of 
the  Poplar  River  Project.  Montana  is  a  border  state,  and  even  though 
Canada  is  thought  of  as  a  friendly  partner,  Montanans  must  realize  that 
its  actions  are  beyond  state  or  U.S.  control.  Montana  has  to  prepare 
itself  by  better  understanding  Canada's  political  system  and  the  pro- 
cedures for  international  diplomacy  if  it  wishes  to  deal  adequately  with 
this  fact  of  existence. 
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The  Cabin  Creek  Mine 


INTRODUCTION 

The  Cabin  Creek  Mine  is  a  project  proposed  by  Sage  Creek  Coal.  Sage 
Creek  Coal  Limited  was  created  in  1968  as  a  joint  venture  between  Rio 
Algon  Limited  (a  subsidiary  of  Rio  Tinlo  Zinc,  a  British  mining  con- 
glomerate) and  Pan  Ocean  Oil  Limited  |a  subsidiary  of  Marathon  Oil, 
since  sold  to  Aberford  Oil  of  Calgary,  a  Canadian  company].  Sage  Creek 
Coal  Limited  explored  coal  possibilities  on  24,652  acres  in  the  East 
Kootenay  region  of  Southeastern  British  Columbia  under  terms  of  51 
leases  on  provincial  Crown  land.  Engineering  and  economic  studies 
identified  the  Cabin  Creek  site  as  a  likely  prospect  for  the  recovery  of 
metallurgical  grade  coal  for  sale  in  Japanese  and  other  Asian  markets. 

The  prospective  Cabin  Creek  mine  site  lies  astride  two  tributaries  of 
the  North  Fork  of  the  Flathead  River,  just  six  miles  north  of  the  Canada- 
U.S.  border,  at  a  point  where  the  North  Fork  becomes  the  western 
boundary  of  Glacier  Park.  Water  quality,  endangered  species,  air  quali- 
ty, fish  habitat  and  secondary  development  in  a  wilderness-quality  area 
head  a  list  of  international  concerns.  Cabin  Creek  has  become  a  bSte 
noire  in  the  Flathead,  where  the  dialogue  has  lasted  a  decade.  The  mine 
may  never  open,  in  part  because  of  the  issues  that  have  been  elevated 
by  that  dialogue.  If  the  mine  does  open  and  U.S.  environmental  con- 
cerns remain  unanswered,  the  issue  could  be  raised  before  the  Interna- 
tional Joint  Commission. 

THE  CABIN  CREEK  MINE  PLAN 

The  following  are  the  main  elements  of  the  mine  plan  described  in  the 
current  Stage  II  proposal; 

•  total  recoverable  coal  in  two  hills  is  estimated  at  152  million  tons; 

•  the  deposits  contain  medium  volatile,  clean,  thermal  coal  with  an 
average  Btu  value  of  12,000,  16  percent  ash  content,  8  percent 
moisture  content  and  .5  percent  sulfur  content: 

•  open  pit  mining  techniques  would  be  used  to  extract  2.4  million 
tons  annually  over  a  mine  life  of  21  years: 

•  the  two  hills  straddle  Cabin  Creek,  and  Howell  Creek  runs  along 
the  east  edge  of  the  north  hill; 

•  the  excavated  pits  each  would  be  approximately  a  mile  across  and 
1,000  feet  deep; 

•  the  mine  complex  would  include  waste  rock  dumps,  a  processing 
and  cleaning  facility,  load  out  facilities  and  a  coal  dryer: 


approximately  281  million  bank  cubic  meters  of  waste  rock  would 
be  displaced  over  the  life  of  the  mine; 

containment  and  settling  ponds  would  be  designed  to  prevent 
direct  run-off  into  Cabin  Creek  and  Howell  Creek,  although  B.C. 
standards  allow  for  sediment  discharges  of  50  mg/1  from  pond 
decants: 

electrical  power  1 1 5  MW)  is  to  be  delivered  via  a  230- KV  p>ower  line 
running  the  length  of  the  Flathead  Valley  from  the  north; 
coal  would  be  hauled  by  59  one  ton  trucks  to  a  spur  of  the  Canadian 
National  Railway  at  Morrissey,  80  km  northwest,  within  the  Elk 
River  drainage; 

the  haul  road  would  be  widened  and  paved  to  accommodate  trucks 
hauling  24  hours  per  day  364  days  a  year,  or  a  truck  passing  any 
given  point  every  7  minutes: 

there  would  be  530  permanent  employees,  including  455  mine 
workers,  working  21  shifts  per  week  for  355  days  per  year; 
a  mine  site  construction  camp  would  house  a  minimum  crew  of  400 
for  the  duration  of  site  preparation  with  some  estimates  raising  that 
number  to  1500  workers  when  road  buildings  and  powerline  con- 
struction are  included: 

the  permanent  work  force  would  be  housed  in  Fernie,  approximate 
population  5,000,  located  48  miles  to  the  north:  workers  would 
commute  daily,  and 
over  the  life  of  the  mine,  2,087  acres  of  land  would  be  disturbed. 

Public  concern  over  the  mine's  potential  impacts  was  first  raised  in  a 
publication  of  the  Montana  Department  of  Fish  and  Game  in  1974.  Led 
by  U.S.  Congressman  Max  Baucus,  Montana  officials  urged  the  State 
Department  to  press  Montana's  concern  with  Canadian  officials  in 
1975.  Mounting  concern  that  year  also  led  to  the  creation  of  the 
Flathead  Coalition,  composed  of  area  groups  representing  environ- 
mental, wilderness  and  sporting  groups,  chambers  of  commerce,  and 
the  League  of  Women  Voters. 

Consultations  on  Cabin  Creek  were  held  in  the  late  winter  of  1976  be- 
tween Canada's  Department  of  External  Affairs  and  a  U.S.  interagency 
task  force  organized  by  the  State  Department,  including  the  EPA,  the 
Forest  Service  and  several  Interior  Department  agencies,  as  well  as  the 
state  of  Montana.  As  a  consequence  of  the  consultations,  B.C.  agreed  to 
promulgate  a  detailed  licensing  plan  that  would  apply  to  Cabin  Creek 
and  to  furnish  Montana  with  the  documents  submitted  at  each  stage  by 
the  company. 

Sage  Creek  Coal  Limited  applied  for  and  received  approval  of  its  Stage  I 
proposal  in  1976  (preliminary  environmental  assessment).  The  Stage  II 
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Source:  Flathead  River  Basin  Environmental  Impact  Study 


application  (approval  in  principle)  was  contemplated  in  1978,  but  it  was 
suspended,  in  part  as  a  result  of  soft  market  conditions  and  in  part 
because  of  the  strong  reaction  by  the  B.C.  Ministry  of  the  Environment 
to  the  company's  proposal  to  relocate  Howell  Creek. 

The  Cabin  Creek  plan  has  undergone  modifications  since  Stage  I  ap- 
proval was  given  in  1976.  The  annual  production  has  been  scaled 
down,  partly  in  reaction  to  the  more  tentative  coal  market.  Because  of  a 
re-evaluation  of  the  coal's  quality  and  because  of  a  shift  in  worldwide 
demand,  it  is  now  targeted  primarily  for  thermal,  rather  than 
metallurgical,  markets.  Initially,  it  was  planned  to  generate  electricity 
at  the  mine  site.  The  company  originally  envisaged  the  construction  of 
a  "new  town"  to  house  the  work  force  at  the  mine  site.  Finally,  the 
original  plan  called  for  the  relocation  of  Howell  Creek. 

A  five-year  study,  the  Flathead  River  Basin  Environmental  Impact 
Study  (FRBEIS),  was  initiated  in  1978  by  EPA,  in  recognition  of  the 
need  for  reliable  baseline  data  in  order  to  quantify  Montana's  concerns. 
Information  exchanges  on  Cabin  Creek  between  FRBEIS  and  B.C.  of- 
ficials responsible  for  approving  the  mine  were  made  in  1979,  1980, 
1981  and  1982. 

Sage  Creek  Coal  Limited  submitted  its  Stage  II  application  to  the  Coal 
Guidelines  Steering  Committee  early  in  February  1982  and  a  copy  was 
sent  to  Montana.  A  Montana  interagency  task  force  reviewed  and 
returned  comments  on  the  application  in  May  1982.  The  Coal 
Guidelines  Steering  Committee  announced  in  June  1982  that  the  Stage 
II  application  was  incomplete  and  its  decision  would  be  postponed  by  a 
month  or  two;  concerns  over  a  proposed  powerline  to  service  the  mine 
site  delayed  the  completion  of  the  company's  application.  This  informa- 
tion was  supplied  to  the  B.C.  government  in  October  1982. 

The  B.C.  government  responded  to  Montana's  comments  on  the  pro- 
posed mine  in  September,  1982.  Montana's  interagency  task  force 
received  this  response  and  its  follow-up  comments  were  forwarded  in 
December,  1982.  B.C.  ministries  have  supposedly  completed  their 
recommendations  to  the  Coal  Guidelines  Steering  Committee.  B.C. 
government  officials  were  expected  to  make  a  decision  by  the  end  of 
January  1983,  but  it  has  not  been  released  as  of  early  June. 

TRANSBOUNDARY  IMPACT  CONCERNS 

Water  Quality 

Maintaining  downstream  water  quality  has  been  the  most  prominent 
and  persistent  of  the  specific  concerns.  The  Flathead  waterway  is  the 
key  to  the  area's  recreational  attractiveness,  which  underpins  the  long- 
term  health  of  the  local  economy.  Initially,  there  were  fears  that  mining 
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activity  would  result  in  heavy  metals  being  leached  into  ground  water 
and  contaminating  surface  drainages.  Although  some  questions  remain 
in  regard  to  acid  leaching  within  limited  areas  of  the  coal  seam,  these 
concerns  seem  to  have  been  adequately  addressed.  The  major  question 
remaining  involves  the  large  volume  of  sediment  that  could  be  released 
into  the  river  system  with  direct  impacts  on  fish  and  small  organisms. 
Additionally,  the  increased  release  of  nutrients  could  accelerate  the 
eutrophication  of  Flathead  Lake. 

The  mining  company  asserts  in  the  final  mine  plan  that  it  will  fake  all 
reasonable  precautions  for  water  containment.  But  B.C.'s  mine  stan- 
dards are  considered  by  Montana  critics  to  be  far  less  stringent  than 
Montana's,  and  damage  may  result  even  from  a  conforming  mine.  For 
Montanans,  the  mine's  catastrophic  potential  outweighs  any  economic 
benefits,  no  matter  how  much  the  risks  are  reduced. 

Air  Quality 

The  review  of  air  quality  impacts  has  been  insufficient,  according  to 
Montana  officials.  Emissions  from  the  proposed  coal-fired  coal  dryer 
are  one  concern,  although  it  is  designed  to  burn  60,000  tons  of  coal  per 
year,  a  relatively  small  amount.  Fugitive  coal  dust  from  blasting,  pro- 
cessing and  transporting  coal  is  also  a  potential  problem.  By  computer 
simulation,  Montana  has  determined  that  the  mine  would  violate  Class 
I  standards  in  Glacier  National  Park  for  particulates,  and  sulfur  diox- 
ide. Impaired  visibility  in  the  park  could  be  a  thorny  issue. 

Fisheries 

The  North  Fork  Tributaries  are  an  important  area  for  game  fish  spawn- 
ing. Montana  officials  estimate  that  10  percent  of  the  bull  trout  in  the 
entire  Flathead  System  spawn  in  Howell  Creek  within  3  km  of  the  mine 
site.  Originally,  the  mine  plan  called  for  diverting  Howell  Creek  to  pro- 
tect it.  This  approach  was  unacceptable  to  B.C.  environmental  officials. 
Under  the  revised  plan,  disruption  of  groundwater  flows,  sedimenta- 
tion, metals  and  nutrients  still  collectively  threaten  this  important 
spawning  area. 

Wildlife  Habitat 

Wildlife  habitat  would  be  displaced  directly  by  the  mine  and  its 
facilities.  Even  greater  areas  would  be  affected  by  opening  up  the 
region  to  increased  human  activity.  A  large  number  of  species  in- 
habiting the  region  could  be  affected.  Many  of  these  are  residents  of 
Glacier  Park  and  need  the  buffer  zone  that  the  Cabin  Creek  project 
might  destroy.  Threatened  and  endangered  species— grizzly  and 
wolf— dramatize  the  wildlife  habitat  argument.  Research  conducted  by 


the  B.C.  Ministry  of  the  Environment  and  endorsed  by  FRBEIS  in- 
dicates that  this  area  may  have  the  highest  density  of  grizzly  bears  on 
the  continent. 

Socioeconomic  Impacts 

Only  brief  attention  has  been  given  to  the  socioeconomic  component  of 
the  mine  evaluation.  The  absence  of  any  established  communities  near 
the  mine  site  means  that  concern  for  the  special  character  of  a  com- 
munity or  an  adequate  service  infrastructure  are  not  major  issues. 

The  work  force  and  the  increase  in  number  of  associated  residents  and 
visitors  would  exacerbate  the  mine's  impact  on  wildlife  habitat  and  fur- 
ther degrade  the  wilderness  quality  of  the  area.  One  issue  is  the  in- 
crease in  recreational  pressure  resulting  from  the  improved  access  out 
of  the  valley,  both  north  to  Fernie  and  south  to  Polebridge,  just  across 
the  Montana  border.  Another  issue  is  the  potential  for  random  settle- 
ment (or  squattingi  on  the  Montana  side  by  mine  personnel  choosing 
not  to  commute  from  Fernie. 

Regional  Development 

Socioeconomic  issues  help  to  reveal  the  underlying  reason  for  the  high 
level  of  apprehension  over  Cabin  Creek.  The  region  already  produces 
15  million  tons  of  coal  per  year  from  five  existing  mines.  Cabin  Creek 
could  be  the  first  of  five  additional  mines  in  the  B.C.  portion  of  the 
Flathead  Drainage.  There  is  concern  whether  the  community  infra- 
structure of  the  region  can  support  widely  dispersed  mine  develop- 
ment. More  mines  might  become  "necessary"  in  order  to  justify  the 
high  infrastructure  costs  of  opening  up  Cabin  Creek.  Cabin  Creek  could 
be  the  impetus  to  regional  development,  the  real  fear  of  area  residents. 
This  is  why  the  specific  impacts  of  this  mine— air  and  water  quality, 
fisheries  and  wildlife  habitat— assume  such  prominence. 

ROLES  and  ACTORS  in  MONTANA 

Cabin  Creek  ranks  as  one  of  the  longest  running  plays  on  the  Montana 
environmental  stage.  Opposition  in  1974  was  strident,  vocal  and  con- 
sensual even  while  little  was  certain  about  the  mine  proposal.  The 
Flathead  Coalition  was  convinced  from  the  start  that  the  project  was 
clearly  lacking  in  merit  and  that  even  the  best  possible  mine  design  at 
Cabin  Creek  could  not  ensure  against  a  catastrophe  polluting  the  North 
Fork.  Confrontation  was  the  initial  theme,  as  mine  opponents  sought  a 
legal  or  political  remedy,  such  as  injunction  or  some  symbolic  assertion 
of  American  muscle. 

There  was  a  moralistic,  self-righteous  tone  in  the  voices  of  the  Cabin 
Creek  opposition.  It  is  easy  to  see  why.  First,  virtually  all  of  the  benefits 
of  the  mine  would  be  appreciated  in  Canada  while  most  of  the  risks 
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would  be  taken  by  Montanans.  Second,  the  coal  was  not  destined  to 
help  resolve  an  American  (or  Canadian]  environmental  dilemma  or 
energy  crisis.  The  Cabin  Creek  coal  was  targeted  instead  for  a  Japanese 
metallurgical  market.  Third,  the  mine  was  viewed  as  simply  a  search 
for  profits  by  a  multinational  corporate  conglomerate  oblivious  to  the 
concerns  of  people  living  downstream.  Cabin  Creek  became  a  case  of 
the  "ugly  Canadian"  forging  ahead  oblivious  to  the  rights  of  friendly 
border  neighbors.  The  Montana  position  seemed  unambiguously  cor- 
rect and  Cabin  Creek  inspired  Montana  politicians  to  scramble  for  the 
high  ground  of  leadership  in  the  cause  of  protecting  the  Flathead. 

Over  the  years,  the  black-and-white  has  resolved  into  shades  of  gray. 
Only  a  few  of  the  principal  actors  in  Montana  today  continue  to  view 
the  issue  in  the  stark,  moralistic  terms  of  1974,  with  recourse  to  the 
arguments  about  rectitude  and  threats  to  explore  legal  means  to  enforce 
justice.  It  became  clear,  instead,  that  effective  opposition  would  de- 
pend on  acquiring  a  greater  appreciation  of  the  complexity  of  border 
relations  and  greater  flexibility  in  using  bargaining  techniques.  Infor- 
mation exchanges  and  proposals  for  joint  monitoring  have  largely 
displaced  confrontation  and  direct  political  pressure. 

It  is  important  to  stress  that  there  never  has  been  a  single,  unanimous 
Montana  position,  although  it  is  easy  to  lapse  into  this  generalization. 
Cabin  Creek  has  invoked  a  spectrum  of  responses  and  prompted  an  ar- 
ray of  strategies.  Many  actors  have  played  a  role  and  different  voices 
continue  to  be  heard,  while  goals,  strategies  and  tactics  have  changed 
over  the  years. 

National  concerns  were  raised  by  threats  to  air  quality  and  water  quali- 
ty standards  set  by  the  federal  government.  The  Environmental  Protec- 
tion Agency  and  the  State  Department  were  drawn  into  the  issue.  The 
Park  Service  and  the  Forest  Service  were  affected  because  of  the  poten- 
tial impacts  on  public  lands  and  water  resources  under  their  jurisdic- 
tions. Members  of  the  Montana  congressional  delegation  assumed 
responsibility  for  seeing  that  these  agencies  exercised  their  authority. 

State  agencies  with  parallel  missions  also  were  engaged.  These  in- 
cluded the  Department  of  Fish,  Wildlife  and  Parks,  the  Department  of 
Natural  Resources  and  Conservation  and  the  Department  of  Health  and 
Environmental  Sciences.  Task  force  coordination  was  provided  at  first 
by  the  office  of  the  Lt.  Governor  (Bill  Christiansen  and  Ted  Schwinden 
under  Governor  Tom  Judge).  The  responsibihty  shifted  to  the 
governor's  office  under  Ted  Schwinden. 

Local  opposition  sprang  from  a  collection  of  environmental,  conserva- 
tion, sportsmen  and  civic  groups.  They  initially  banded  under  the 
Flathead  Coalition  and  struck  a  defiant  pose  against  the  mine.  Without 
the  early  stridency  of  the  local  opposition,  the  case  may  never  have 


been  argued  so  long  or  so  effectively  at  the  state  or  federal  level  of 
authority.  Groups  in  the  Flathead  would  not  let  the  remoteness  of  the 
area  detract  from  the  attention  they  demanded. 

The  Flathead  River  Basin  Environmental  Impact  Study  (FRBEIS)  has 
been  responsible  for  the  attention  to  detail  in  monitoring  the  progress 
of  the  Cabin  Creek  review.  The  FRBEIS  Steering  Committee  has  played 
the  central  role  in  communicating  environmental  concerns  over  the 
mine  and  in  engaging  actions  by  responsible  officials  at  the  state  and 
federal  level. 

FRBEIS  was  established  in  1978  under  the  sponsorship  of  Senator  Max 
Baucus.  The  study  will  spend  $2.5  million  over  its  five-year  life,  sup- 
plied mainly  by  the  EPA  with  financial  and  in-kind  assistance  from 
other  federal  and  state  agencies.  Most  of  the  funds  are  subcontracted 
for  studies  by:  state  agencies  such  as  Fish,  Wildlife  and  Parks,  and 
Health  and  Environmental  Sciences;  universities,  or  private  consulting 
firms. 

The  general  concern  of  the  study  is  the  potential  deterioration  of  a 
region  known  for  its  wilderness  values  and  recreational  attractions. 
Flathead  Lake  is  considered  crucial  to  maintaining  a  high  quality  of  life 
in  the  area.  Ostensibly,  the  study  is  a  benchmark  from  which  to  judge 
the  potential  impacts  of  a  variety  of  development  activities  in  the 
Flathead  River  valley.  Most  of  these  occur  on  the  Montana  side  of  the 
border,  including:  logging,  mineral  and  energy  exploration  and 
development,  recreational  and  second-home  construction,  and  indus- 
trialization. But  Cabin  Creek  became  the  most  prominent  single  threat 
and,  in  a  practical  sense,  the  significance  of  the  study  is  the  legitimacy 
it  gives  to  the  mine's  opponents.  The  mine  was  clearly  the  catalyst  for 
the  EPA  funding  and  study. 

Creation  of  FRBEIS  provided  the  legitimacy,  the  resources  and  the  pro- 
file needed  to  focus  the  attention  on  Cabin  Creek  over  the  years.  It  pro- 
vided the  framework  for  ongoing  interaction  among  the  layers  of 
authority  affected.  It  is  fair  to  say  that  FRBEIS  helped  the  federal  actors 
to  see  their  duty  more  clearly.  Left  to  its  own  initiative,  the  State 
Department  might  not  have  chosen  to  elevate  this  remote  international 
border  issue  very  high  on  its  own  agenda. 

FRBEIS  performed  its  studies  and  provided  periodic  reports.  Informa- 
tion exchanges  were  set  up  between  FRBEIS  and  B.C.  agencies.  FRBEIS 
was  designated  to  coordinate  the  U.S.  review  of  pertinent  documents 
filed  by  the  company  with  the  Canadian  agencies.  The  reviews  were 
performed  by  the  FRBEIS  study  consultants  and  state  agency  person- 
nel. But  all  official  correspondence  took  place  between  the  governor's 
office  and  the  premier's  office.  FRBEIS  officially  spoke  for  no  one,  but 
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it  provided  the  information— and  sometimes  the  pressure— for  state  and 
federal  action. 

The  FRBEIS  information  exchanges  played  an  important  part  in  a  re- 
vised Montana  strategy.  Montana  downplayed  the  assertion  that  B.C.'s 
standards  were  flawed  because  they  were  not  as  stringent  as 
Montana's,  since  this  argument  was  counterproductive  with  elected  of- 
ficials in  B.C.  The  official  B.C.  position  throughout  the  controversy  has 
been  that  no  mine  would  be  approved  that  might  threaten  the  B.C.  en- 
vironment, irrespective  of  international  considerations.  The  informa- 
tion exchanges  allowed  the  same  point  to  be  made  more  effectively  at 
the  administrative  level.  The  data  collected  by  FRBEIS  have  helped  en- 
vironmental officials  in  B.C.  stress  the  need  for  more  stringent  stan- 
dards in  such  areas  as  emissions,  discharges  and  reclamation.  Montana 
actors  have  recognized  that  their  best  strategy  is  to  capitalize  on  the  pro- 
fessionalism and  sincerity  of  their  Canadian  counterparts  and  to  work 
as  allies  of  the  B.C.  officials  and  conservation  groups  to  pressure  their 
own  elected  officials  to  give  the  mine  the  necessary  scrutiny. 

Another  effective  variant  of  the  opponent's  argument  is  to  stress  that 
while  the  B.C.  standards  might  be  adequate  on  paper,  the  problem 
would  be  from  an  expected  gap  between  paper  standards  and  actual 
performance.  The  remoteness  of  the  region  and  the  lack  of  enforcement 
personnel  and  monitoring  equipment  raise  the  probability  of  violations 
at  the  minesite.  Some  B.C.  officials  counter  by  defending  the  perfor- 
mance of  operating  mines.  Nonetheless,"there  is  a  wiUingness  in  B.C.  to 
pay  special  attention  to  monitoring  procedures  and  this  is  where  Mon- 
tana pressure  is  most  important. 

PRESENT  STATUS:  STAGE  II  REVIEW 

The  Cabin  Creek  mine  approval  process  seemed  to  reach  a  pivotal  junc- 
ture in  1982.  The  sponsors  submitted  the  required  Stage  II  mine  plan 
for  B.C.  government  approval.  Outright  rejection  would  probably  mean 
the  end  of  the  company's  aspirations  in  the  region.  Approval-in- 
principle  might  pave  the  way  to  the  mine's  opening.  Sponsors  and  op- 
ponents alike  were  apprehensive  about  the  government's  decision. 

Stage  II  is  the  second  step  of  the  four-part  Coal  Guidelines  review  pro- 
mulgated in  1976  by  the  B.C.  government.  Stage  I  is  equivalent  to  a  pro- 
spectus. Stage  II  is  cabinet  level  approval-in-principle  of  the  basic  mine 
plan.  Stage  III  is  the  acquisition  of  specific  mine  operation  permits  from 
several  ministries.  Stage  IV  is  mine  operation  monitoring. 

The  Environment  and  Land  Use  Committee,  which  includes  several 
ministries  of  the  cabinet,  makes  the  Stage  II  decision.  It  acts  on  the 
recommendation  of  a  subcommittee  composed  of  senior  civil  servants 
from  the  same  ministries.  This  detailed  procedure  was  established  after 
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environmental  critics  complained  that  previous  coal  reviews  seemed 
highly  discretionary. 

The  Stage  II  review  has  been  drawn  out  for  a  year.  Part  of  the  reason  for 
the  lengthy  review  can  be  attributed  to  the  extensive  scrutiny  of  mine 
details  provided  by  environmental  specialists  in  B.C.  and  in  FRBEIS. 
The  company  plan  is  really  under  a  microscope.  The  mine  sponsors 
probably  never  envisaged  the  trouble  that  would  be  caused  by  the 
presence  of  the  international  border. 

Montana  sent  115  pages  of  comments  on  the  mine  plan  to  B.C.  in  May. 
B.C.  has  acknowledged  Montana's  concerns  but  it  has  not  provided 
substantive  responses  to  all  of  Montana's  points  because  it  regards 
some  of  the  detail  to  be  the  proper  subject  of  Stage  III,  the  permitting 
stage. 

Montana  officials  have  paid  great  attention  to  the  mine  plan  at  Stage  II 
because  of  the  analogy  that  has  been  drawn  with  the  use  of  the  en- 
vironmental impact  statement  (EIS)  in  the  U.S.  There  is  concern  that 
approval-in-principle  at  Stage  II  will  create  the  momentum  for  final  ap- 
proval at  Stage  III,  even  if  mine  design  problems  have  not  been  or  can- 
not be  addressed.  Poor  coal  markets  might  shelve  the  entire  proposal 
for  the  immediate  future,  but  Stage  II  is  likened  to  a  license  for  a  future, 
unspecified  hunting  season.  Final  approval  would  be  formally  given  at 
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a  later  date,  as  a  fait  accompli,  when  Montana  is  no  longer  geared  up  to 
protest. 

The  parallel  between  Stage  II  and  an  EIS  does  not  necessarily  hold.  The 
experience  with  the  Coal  Guidelines  is  too  recent  to  conclude  that  Stage 
II  approval  is  tantamount  to  final  mine  plan  approval.  There  is  great 
cabinet  discretion  to  reject,  modify  or  impose  new  conditions  on  a  mine 
once  Stage  II  approval  is  given.  Election  of  a  new  government,  for  ex- 
ample, could  force  a  complete  re-evaluation  of  the  mine  plan;  the  entire 
Coal  Guidelines  could  be  abrogated  and  the  company  might  have  to 
start  anew,  since  no  permits  would  have  been  granted.  The  mine  spon- 
sors would  not  have  the  same  recourse  to  the  courts  as  is  available  in 
the  U.S.  A  significant  time  lapse  in  securing  Stage  III  permits  might 
likewise  undo  approval  even  without  a  change  in  government. 

CANADIAN  GOVERNMENT  LESSONS 

Cabin  Creek  illustrates  some  give  and  take  learned  on  both  sides  of  the 
border.  Montana  officials  came  to  learn  about  the  way  Canadian  deci- 
sions are  made  and,  in  turn,  how  to  influence  the  decisions.  Two  impor- 
tant differences  between  Canadian  and  American  governmental  pro- 
cesses were  revealed  to  Montanans.  Two  major  features  of  the  Cana- 
dian political  system  operate  differently  than  the  American  counter- 
part: confederal  and  parliamentary. 

Confederal 

Montana's  first  reaction  was  that  the  government  of  Canada  would  be 
bound  to  honor  the  principles  of  the  Boundary  Waters  Treaty. 
However,  the  federal  government's  competence  to  enforce  the  treaty  is 
limited  within  Canada's  version  of  federalism.  The  confederal  principle 
gives  the  provinces  comparatively  greater  leverage  than  the  states  have 
on  their  counterpart  federal  government.  Control  and  development  of 
natural  resources  in  particular  is  largely  a  matter  of  provincial  respon- 
sibility. The  Canadian  federal  government  plays  virtually  no  role  in 
matters  of  leasing,  royalties  or  reclamation  of  a  resource  such  as  coal. 
Federal  government  leverage,  in  the  form  of  air  and  water  pollution 
control,  is  also  diminished  compared  with  the  U.S. 

The  legal  disadvantage  of  the  federal  government  is  compounded  by  its 
present  political  and  electoral  weakness  in  the  western  provinces:  any 
federal  attempt  to  block  Cabin  Creek  would  be  viewed  as  another  of 
the  "intolerable  acts"  that  has  spurred  a  separatist  movement  in  the 
Western  provinces.  The  B.C.  and  Canadian  governments  are  not  likely 
to  become  openly  divided  on  the  issue,  notwithstanding  the  impression 
that  Canadian  federal  and  provincial  governments  routinely  engage  in 
fratricide  on  resource  issues.  Further,  the  U.S.  State  Department  would 
be  reluctant  to  exacerbate  this  split  by  forcing  an  action.  Short  of  the 


formal  role  played  out  at  the  IJC,  there  is  no  reasonable  basis  for  expec- 
ting intervention  by  the  federal  government. 

Parliamentary 

Montanans  felt  the  B.C.  coal  mine  approval  principles  to  be  seriously 
lacking  by  comparison  with  Montana's  own  stringent  laws.  The  B.C. 
government  relies  upon  guidelines  rather  than  specific  laws  to  ensure 
that  comprehensive  review  leads  to  a  satisfactorily  negotiated  process. 
There  are  no  comparable  substantive  grounds  for  approval  or  disap- 
proval of  a  mine  plan. 

The  government  of  the  day  is  legally  sovereign  under  the  parliamentary 
principle.  It  is  not  strictly  bound  by  either  past  law  or  treaty.  Policy  is 
not  susceptible  to  judicial  review  as  found  in  the  American  check-and- 
balance  system.  The  remedy  is  political,  not  judicial:  the  election  of  a 
new  government.  Americans  acculturated  to  the  check-and-balance 
system  and  its  implicit  fear  of  the  exercise  of  power  are  uncomfortable 
with  a  system  in  which  both  government  and  people  expect  a  duly 
elected  government  actually  to  govern. 

The  question  of  public  participation  is  governed  by  the  same  principle. 
Montana  is  noted  for  its  populist  roots  and  its  new  constitution  of  1972 
expanded  and  entrenched  rights  of  popular  participation  in  meetings 
and  hearings  and  access  to  public  records.  The  growing  use  of  the  en- 
vironmental impact  statement  has  enhanced  the  perception  that  this  is 
the  natural,  democratic  system.  In  the  parliamentary  system,  however, 
the  question  of  hearings  is  entirely  discretionary  for  sitting  govern- 
ments. The  provincial  government  may  choose  to  hold  hearings  on  a 
particularly  controversial  subject— not  necessarily  to  form  the  "best" 
policy  but  to  get  a  reading  on  how  the  public  is  likely  to  regard  this 
issue  at  the  next  election.  The  Cabin  Creek  issue  is  not  considered 
significant  enough  for  formal  hearings.  Elections  are  the  appropriate 
remedy  and  the  only  time  the  vox  populi  really  counts.  Public  hearings 
in  B.C.  are  not  an  appropriate  mechanism  to  convey  international  con- 
cerns. These  need  to  be  expressed  through  representatives  of  conserva- 
tion and  environmental  groups  in  B.C. 

MONTANA'S  INFLUENCE 

Montana's  strategy  has  earned  it  a  considerable  role  in  the  decision  pro- 
cess. The  working  cooperation  with  B.C.  officials  has  been  remarkable. 
The  proclamation  of  a  detailed  coal  mine  review  process  opened  the 
door  for  organized  Montana  review.  Agency  information  exchanges 
have  served  to  clarify  and  press  Montana's  concerns.  These  have 
helped  to  produce  changes  in  the  substantive  mine  plan  to  eliminate  or 
mitigate  adverse  impacts  (i.e.  decisions  about  mine  site  electrical  power 
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generation  and  a  new  town)  that  were  strongly  endorsed  by  the  B.C. 
Ministry  of  the  Environment. 

The  protracted  examination  of  the  Cabin  Creek  proposal  seems  to  have 
led  to  the  partial  Americanization  of  the  B.C.  environmental  review 
process.  The  Boundary  Waters  Treaty  language  on  water  pollution 
allowed  the  state  to  raise  points  regarding  toxic  metals,  acidification, 
phosphorus  loading  and  loss  of  fisheries.  But  once  the  legitimacy  of 
making  these  claims  was  established  it  was  possible  to  raise  en- 
vironmental concerns  on  other,  related  aspects  of  the  project:  air  quali- 
ty, endangered  wildlife  and  socioeconomic  impacts.  Montana  seems  to 
have  succeeded  in  using  the  boundary  waters  claim  as  a  foot  in  the  door 
to  raise  a  longer  list  of  concerns  than  normally  are  found  in  an  EIS  in 
the  U.S.  Persistence  seems  to  have  put  B.C.  somewhat  on  the  defensive, 
shifting  the  burden  to  B.C.  to  defend  a  B.C.  project  against  the  imposi- 
tion of  U.S.  standards. 

B.C.  has  been  remarkably  cooperative  when  it  was  under  no  obligation 
to  do  so.  Montana  was  allowed  to  participate  almost  as  though  it  were  a 
B.C.  agency.  This  same  status  was  extended  to  neither  Canadian 
citizens  nor  the  Canadian  federal  government.  B.C.  could  have  adopted 
Saskatchewan's  position  in  the  Poplar  River  Project  that  no  Montana 
comment  would  be  appropriate  until  the  province  had  made  its  deci- 
sion. 

A  BORDER  RELATIONS  CAPACITY 

Part  of  Montana's  frustration  over  Cabin  Creek  is  traceable  to  the  iner- 
tia built  into  the  official  chain  of  communication  that  includes  the  U.S. 
State  Department  and  Canada's  Department  of  External  Affairs  as  in- 
termediaries between  Montana  and  the  B.C.  government.  These 
negotiators  do  not  share  the  same  keen  interest  in  pressing  Montana's 
claims.  Cabin  Creek  is  a  secondary,  speculative  issue  among  the  set  of 
border  issues  demanding  attention  by  the  State  Department.  Mon- 
tanans  feel  that  the  State  Department  views  Cabin  Creek  as  a 
hinterland,  low-priority  problem.  And  even  when  persuaded  to  pursue 
the  matter,  the  State  Department  must  work  formally  through  External 
Affairs  to  influence  the  British  Columbia  government.  External  Affairs 
has  little  incentive  to  press  the  issue  because  of  the  generally  poor  state 
of  relations  between  the  federal  government  and  the  western  prov- 
inces. Both  External  Affairs  and  the  State  Department  have  bigger  fish 
to  fry,  the  feeling  goes,  and  Montana's  interests  in  Cabin  Creek  could 
even  be  compromised  by  bargaining  that  contains  tradeoffs  in  a 
package  of  bilateral  border  issues. 

The  official  channels  of  communication  are  redundant  because  of  the 
limited  jurisdiction  of  Canada's  federal  government,  time-consuming 


because  of  the  four-cornered  relationship  and  vexing  because  of  the 
relative  lack  of  concern  by  federal  governments.  Montana  officials  feel 
that  the  state  needs  to  be  able  to  deal  directly  with  their  provincial 
counterparts  because  the  province  has  the  preeminent  jurisdiction  over 
a  natural  resource  project  potentially  affecting  the  cross-border  en- 
vironment, and  because  those  two  levels  of  government  share  many 
common  interests. 

Major  funding  for  the  Flathead  River  Basin  Environmental  Impact 
Study  will  come  to  an  end  in  the  summer  of  1983.  The  demise  of 
FRBEIS  will  not  seem  consequential  if  the  B.C.  government  fails  to  give 
Stage  II  approval.  But  in  the  more  likely  event  of  conditional  approval, 
final  decisions  on  the  mine  may  be  a  year  or  two  down  the  road  with  no 
FRBEIS  in  existence  to  act  as  watchdog  over  the  dispersed  permits. 
Some  sort  of  successor  to  FRBEIS  is  warranted.  The  FRBEIS  steering 
committee  proposed  the  creation  of  a  new  Flathead  Basin  Commission 
and  received  approval  by  the  Montana  legislature  in  early  1983. 

The  Flathead  Basin  Commission  would  attempt  to  sustain  FRBEIS  ac- 
tivities on  a  modest  scale.  Some  study  components  have  not  been  com- 
pleted, while  others  need  periodic  revision.  Joint  monitoring  of  the 
quality  of  the  Flathead  River  at  the  international  border  will  be  re- 
quired. Continued  information  exchanges  with  B.C.  would  be  useful. 
But,  the  most  important  activity  could  be  the  development  of  some  sort 
of  joint  management  region  that  recognizes  the  ecosystem  attributes  of 
the  region. 

B.C.'s  interest  in  and  willingness  to  consider  Montana  standards  for 
fish  and  wildlife,  air  emissions,  water  discharges  and  reclamation  sug- 
gest that  common  criteria  for  development  could  be  agreed  on  despite 
the  international  boundary.  The  Flathead  Basin  Commission  would 
provide  for  ongoing  dialogue  in  that  direction  and  might  help  to  defuse 
future  border  issues.  But  present  funding  would  only  allow  the  com- 
mission to  exist.  It  would  still  need  to  raise  additional  revenues  for 
research  and  monitoring. 

The  task  force  of  state  agency  officials  working  under  the  FRBEIS  um- 
brella gained  immeasurable  experience  in  natural  resource  decision 
processes  in  one  province  in  Canada.  Despite  federal  government 
supremacy  in  the  field  of  international  relations,  it  was  state  officials 
who  practiced  the  art  of  international  environmental  diplomacy.  One 
lesson  is  that  the  state  needs  to  take  the  initiative  and  apply  the  con- 
tinuous pressure  where  Montana's  environment  is  affected,  even 
though  it  has  no  formal  international  authority.  There  will  be  similar 
cases  in  the  future:  Cabin  Creek  should  not  become  another  ad  hoc  ex- 
perience, a  likely  outcome  if  no  institutional  framework  replaces 
FRBEIS.   The  state  needs  to  institutionalize  the  lessons  it  learned 
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through  Cabin  Creek,  Poplar  River  and  other  issues  by  developing  an 
ongoing  capacity  to  monitor  Canadian  events  and  issues.  In  1981,  the 
governor  created  an  Ad  Hoc  Committee  on  Canadian  Relations  com- 
posed of  agency  heads.  This  group  needs  to  consider  ways  of  accom- 
plishing this  intelligence  function. 

CONCLUSION 

The  Cabin  Creek  mine  could  one  day  open  under  protest  from  Mon- 
tana. The  state  might  then  attempt  to  utilize  the  precedent  of  the  Inter- 
national Joint  Commission.  It  is  important  to  remember  the  limitations 
of  the  IJC  under  this  prospect.  For  all  of  its  official  appearance  as  a 
tribunal,  the  IJC  has  very  limited  power  to  enforce  provisions  of  the 
Boundary  Waters  Treaty.  As  in  the  Poplar  River  case,  Montana  officials 
did  not  understand  this  reality  at  the  outset. 

The  Cabin  Creek  case  is  not  even  comparable  to  the  Poplar  River  issue. 
The  federal  government  of  Canada  had  leverage  over  Saskatchewan  to 
bring  in  the  IJC  because  the  province  had  to  comply  with  the  Interna- 
tional Rivers  Improvement  Act  in  order  to  build  the  storage  system.  No 
such  permit  is  required  in  Cabin  Creek. 

It  is  not  likely  that  the  issue  could  reach  the  IJC  until  some  physical 
evidence  of  damage  exists,  a  point  when  it  would  be  nearly  impossible 
to  reverse  the  decision  on  the  mine.  Montana  would  have  to  convince 
the  State  Department  to  request  a  reference;  the  federal  government  of 
Canada  would  have  to  run  roughshod  over  B.C.  in  order  to  do  the  same. 
It  is  not  clear,  therefore,  whether  resort  to  the  IJC  would  be  a  sign  of 
compromise  or  an  admission  of  failure. 

Success  on  an  issue  brought  before  the  IJC  depends  partly  on  the 
publicity  and  the  pressure  that  can  be  marshalled,  but  mainly  on  the 
good  will  of  the  governments  involved,  especially  the  government  of 
jurisdiction.  The  Boundary  Waters  Treaty  must  be  read  as  primarily  as 
good-faith  statement  of  cooperation  between  the  two  nations,  not  an 
iron-clad  guarantee  of  protection  against  water  pollution. 
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ECONOMIC  DEVELOPMENT 
and  DIVERSIFICATION 


revitalize  Canadian  industries.  A  national  industrial  policy  has  been  the 
goal  of  all  three  of  Canada's  major  political  parties,  albeit  each  one 
maintains  its  distinct  priorities  and  viewpoint  on  the  nature  and  scope 
of  federal  intervention. 

Economic  development  in  Canada  is  significantly  affected  by  trends 
and  policies  in  the  United  States  and  elsewhere  in  the  world.  The 
availability  of  capital  to  finance  major  development  is  contingent  large- 
ly upon  U.S.  interest  rates,  world  price  levels,  and  the  relative  attrac- 
tiveness of  Canada's  tax  structure,  labor  relations,  and  infrastructure  of 
multinational  corporations.  The  principal  rationale  for  government  in- 
tervention is  the  perceived  need  for  a  counterweight  to  the  pulling 
power  of  the  large  American  market  and  the  pushing  power  of  the 
American  government  and  American  companies. 


* 


PERSPECTIVE 


While  it  is  still  considered  a  liberal,  capitalist,  industrial  state,  Canada 
adopted  long  ago  and  continues  to  pursue  an  interventionist  philosophy 
regarding  economic  development.  The  government  plays  a  major  role 
in  the  national  economy  through  the  operations  of  Crown  Corporations, 
through  intergovernmental  transfer  programs,  subsidies,  equalization 
payments,  taxation  and  the  banking  system,  and  the  agencies  that  pro- 
mote and  help  finance  exports.  The  public  sector  has  been  instrumental 
in  the  construction  and  management  of  Canada's  transportation  and 
communications  networks,  and  it  maintains  a  substantial  presence  in 
the  energy  industry  and  major  development  projects  in  the  North  and 
offshore.  While  the  provinces  exercise  jurisdiction  over  natural 
resources  and  have  taxing  powers  of  their  own,  most  macroeconomic 
management  powers  and  responsibilities  fall  under  federal  jurisdiction. 

The  major  thrusts  of  federal  policy  since  World  War  II  have  been  to  in- 
crease diversification  (especially  in  the  West)  and  to  boost  exports.  In 
recent  years,  the  Canadian  government  has  implemented  a  number  of 
policies  aimed  at  increasing  Canadian  ownership,  control,  and  par- 
ticipation in  key  sectors  of  the  economy,  while  at  the  same  time  com- 
peting aggressively  for  foreign  capital  in  order  to  modernize  and 


POLICY  TRENDS  and  GOALS 

The  primary  goals  of  federal  economic  development  pohcy  in  Canada 
are  as  follows: 

•  strengthening  national  unity  through  expanded  interprovincial 
trade; 

•  increasing  Canada's  competitiveness  in  international  markets  by 
boosting  productivity  and  compensating  domestic  exporters  for 
barriers  they  encounter  as  a  result  of  foreign  government  policies: 

•  expanding  foreign  trade  through  aggressive  marketing  and 
specialization  in  accordance  with  Canada's  comparative  advantage 
in  certain  commodities  and  manufactured  goods; 

•  adjusting  to  changes  in  the  national  and  international  economy  to 
minimize  within  each  region  the  impacts  of  declining  relative 
prices  and  falling  terms  of  trade,  and  taking  advantage  of  new  in- 
dustrial opportunities,  and 

•  continuing  the  provision  of  equalization  payments  to  ensure  that 
Canadians  residing  in  resource-poor  areas  receive  incomes  and 
social  services  in  accordance  with  federal  minimal  standards. 

The  economic  merit  of  redistribution  is  a  chronic  controversy.  There  is 
evidence  to  support  claims  that  regional  grant  programs  and  other 
redistributive  mechanisms  merely  serve  to  add  subsidies  in  areas  and 
sectors  of  the  economy  that  would  be  developed  anyway;  that  govern- 
ment support  is  merely  chasing  after  market-inauced  shifts  m 
economic  activity,  and  therefore  provides  no  real  benefit  to  the  national 
economy. 

Much  of  the  federal  level  decision  making  on  economic  development 
takes  place  within  the  Cabinet  Committee  on  Economic  Development, 
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which  includes  ministers  of  several  federal  departments  and  close  ad- 
visors to  the  prime  minister.  During  the  past  several  years,  the  commit- 
tee has  been  locked  in  a  serious  internal  debate  over  the  two  foremost 
approaches  to  development  within  the  Liberal  Party.  One  faction 
favors  an  interventionist,  sectoral,  status  quo  approach,  with  the 
federal  government  issuing  various  types  of  financial  and  fiscal  support 
to  selected  industries:  the  other  argues  for  increased  specialization  in 
resource  exports  and  the  development  of  high  technology  industries,  a 
strategy  which  would  require  substantial  changes  in  Canadian  labor 
skills,  market  orientations  and  productivity,  as  well  as  in  the  regional 
distribution  of  profitable  industries.  The  latter  approach  favors  the  so- 
called  megaprojects  in  Canada's  North  and  West,  while  the  former  em- 
phasizes the  need  for  balanced  growth  and  the  maintenance  of  tradi- 
tional industries  in  Central  Canada. 

Neither  side  has  emerged  triumphant,  and  federal  policy  of  late  in- 
dicates a  large  measure  of  compromise  within  the  Cabinet  Committee 
and  throughout  the  Liberal  Party  and  the  federal  bureaucracy.  Some 
clear  general  priorities  have  emerged  in  the  following  areas: 

Industrial  Development.  The  Industry  and  Labour  Adjustment 
Program  (ILAP)  and  the  Canadian  Industrial  Renewal  Board  (CIRB)  are 
two  examples  of  federal  efforts  to  mitigate  the  general  effects  of  declin- 
ing industries.  The  Office  of  Industrial  and  Regional  Benefits  and  the 
new  Industrial  Opportunities  Program  (lOP)  direct  government  sup- 
port to  promising  areas  for  development.  The  federal  authorities  have 
resolved  to  avoid  "deindustrialization  "  in  established  sectors  and  to 
provide  a  boost  to  future-oriented  enterprises. 

Natural  Resources.  A  new  export-oriented  strategy,  the  National 
Energy  Policy,  and  continued  efforts  to  revitalize  the  fisheries,  mining 
and  forestry  sectors  are  indicative  of  the  government's  commitment  to 
exploiting  Canada's  resource  potential. 

Transportation.  A  five-year  expansion  of  rail  capacity  in  the  West 
has  been  proposed  to  complement  the  expansion  of  port  facilities  to 
handle  increased  grain,  coal  and  other  export  products. 

Export  Development.  The  Export  Development  Corporation  (a 
public  enterprise)  is  authorized  to  match  subsidies  offered  to  com- 
petitors by  foreign  governments.  Efforts  have  been  made  to  link  more 
closely  economic  policy  and  Canadian  foreign  policy,  and  the  foreign 
service's  role  in  commercial  representation  has  also  been  strengthened. 

Human  Resources.  Various  job  training  programs  have  been  in- 
itiated to  upgrade  labor  skills  and  to  prepare  persons  entering  the  labor 
force  for  highly  technical  occupations. 


The  emphasis  in  the  current  government's  development  strategy  is  on 
exports  and  high  technology.  The  Conservative  opposition  stresses  the 
need  to  stimulate  private  investment  in  the  modernization  of  traditional 
industries  and  in  large-scale  resource  development  projects.  Conser- 
vatives in  Canada  generally  take  a  dim  view  of  Crown  Corporations 
and  other  government  intervention.  Some  private  businesses  (e.g., 
manufacturers  of  export  products)  are  clearly  helped  by  federal  suf)- 
port,  whereas  others  complain  that  government  enterprises  and  agen- 
cies compete  with  and  control  their  operations.  Barriers  to  interprovin- 
cial  and  international  trade  and  capital  flows  are  regularly  lambasted 
by  Conservative  MP's,  while  the  Liberals  maintain  that  some  protec- 
tion—mostly in  the  form  of  investment  screening,  transfers,  and  direct 
participation  in  some  sectors— is  essential  to  the  country's  economic  in- 
dependence. Both  parties  agree  that  Canadian  industry  must  adjust  to 
higher  energy  costs  and  that  the  country  may  face  a  shortage  of  skilled 
labor  in  the  near  future.  The  New  Democratic  Party  prefers  more 
rather  than  less  government  intervention  and  economic  planning  and  is 
especially  concerned  over  the  plight  of  workers  displaced  by  capital- 
intensive  industrial  improvements. 


KEY  AGENCIES  and  PROGRAMS 

Canada  Development  Corporation 

The  CDC  was  established  in  1971  by  the  Canada  Development  Cor- 
poration Act  to  encourage  strong  Canadian  control  and  management  of 
corporations  in  the  private  sector  of  the  economy,  to  give  Canadians 
greater  opportunities  to  invest  in  the  economic  development  of  Canada, 
and  to  operate  profitably  in  the  best  interests  of  its  shareholders.  Ad- 
ministration of  CDC  is  vested  in  a  20-member  board  of  directors.  CDC 
is  neither  an  agent  of  the  Crown  nor  subject  to  the  Financial  Ad- 
ministration Act,  but  it  is  47  percent  federally-owned. 

CDC  concentrates  on  gaining  control-position  equity  in  leading  cor- 
porations in  selected  industries,  particularly  large,  longer-range 
development  projects  that  upgrade  Canadian  resources,  require  a  high 
technological  base  and  have  a  good  potential  for  building  a  Canadian 
presence  in  international  markets.  Investments  have  been  made  in 
petrochemicals,  mining,  oil  and  gas,  health  care,  word-processing 
equipment  and  venture  and  expansion  capital.  CDC  expects  net  profits 
amounting  to  $500  million  in  1983. 

Canadian  Commercial  Corporation.  Each  year,  the  CCC  helps 
more  than  400  Canadian  firms  make  transactions  abroad,  involving 
products  from  advanced  electronics  systems  to  commercial  supplies  of 
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every  description.  In  many  cases,  the  CCC  is  able  to  link  Canadian  sup- 
pliers with  the  purchasing  services  of  foreign  governments  and  interna- 
tional agencies,  which  are  significant  markets  for  Canadian  firms. 

Canadian  Development  Investment  Corporation.  CDIC  has 
no  clearly  defined  role  in  the  federal  government's  industrial/invest- 
ment policies,  but  the  corporation  is  equipped  to  manage  other  Crown 
Corporations  (excepting  those  designed  as  policy  instruments,  such  as 
Petro-Canada).  The  CDIC  was  created  under  the  Canada  Business  Cor- 
porations Act  so  that  it  can  operate  as  a  private  company  whose  opera- 
tions are  not  subject  to  extensive  Parliamentary  scrutiny.  The  corpora- 
tion has  authority  to  create,  hold,  buy  and  sell  government  in- 
vestments, Crown  Corporations  and  other  commercial  assets. 

Western  Development  Fund.  Announced  in  the  1980  federal 
budget,  the  fund  was  established  to  assure  Westerners  that  some 
federal  revenues  from  oil  and  gas  taxes  would  be  returned  to  the 
region.  The  National  Energy  Program  explained  the  fund  as  a  means  of 
financing  development  projects  chosen  jointly  by  federal  and  provin- 
cial authorities.  Substantially  reduced  from  initial  proposals,  the  fund 
will  allocate  approximately  $1.8  billion  over  a  five-year  period  for  rail 
transportation  improvements,  housing  projects  and  farm  programs. 

Federal  Business  Development  Bank.  This  Crown  Corporation 
offers  financial  assistance  to  businesses  that  cannot  find  reasonable 
terms  and  conditions  elsewhere.  The  bank  is  directed  to  give  particular 
consideration  to  the  needs  of  small  businesses.  Its  assistance  may  take 
the  form  of  loans,  loan  guarantees,  share  capital  or  a  combination  of 
these,  according  to  the  special  needs  of  the  firm.  The  loans,  normally 
guaranteed  against  fixed  assets,  are  extended  at  market  rates.  As  for  the 
share-capital  program,  the  bank  usually  takes  a  minority  position  and 
agrees  to  have  its  shares  bought  back  on  suitable  terms.  Most  of  the 
bank's  customers  spend  the  money  they  obtain  in  purchasing  land, 
buildings  or  equipment.  But  some  use  it  to  augment  their  firm's  work- 
ing capital,  or  to  start  up  new  firms.  In  addition  to  financial  assistance, 
the  bank  offers  a  management  consulting,  management  training  and  in- 
formation service  to  small  businesses. 

Small  Business  Loans  Act.  The  federal  government  guarantees 
some  loans  made  to  small  businesses  whose  gross  annual  income  does 
not  exceed  $1.5  million  during  the  year  in  which  the  loan  is  made  or,  in 
the  case  of  a  new  firm,  if  the  estimated  income  in  the  first  financial 
period  —at  least  55  weeks— does  not  exceed  $1.5  million.  All  chartered 
banks,  Alberta  Treasury  Branches  and  designated  financial  institu- 
tions—credit unions,  trust,  loan,  insurance  and  finance  companies— are 
authorized  to  make  loans  under  the  provisions  of  the  act.  The  max- 
imum rate  of  interest  payable  on  SBLA  loans  is  one  percent  over  the 


prime  lending  rates  of  the  chartered  banks.  The  repayment  period  may 
not  exceed  ten  years.  The  terms  of  the  loan  are  settled  between  the 
lender  and  the  applicant  without  prior  reference  to  the  government. 
The  amount  to  be  repaid  may  not  exceed  $75,000  and  the  applicants 
must  invest  a  reasonable  portion  of  the  purchasing  cost  out  of  their  own 
resources. 

National  Research  Council.  The  NRC  is  a  federal  agency  that  was 
established  in  1916  to  undertake  or  assist  scientific  and  engineering 
research  to  further  Canada's  economic  and  social  development.  The 
council  operates  1 1  laboratory  divisions  and  the  Canada  Institute  for 
Scientific  and  Technical  Information. 

Industrial  Research  Assistance  Program.  Through  this  pro- 
gram, the  National  Research  Council  analyzes  research  projects  submit- 
ted by  industry  and  shares  the  cost  of  selected  research  projects. 

Pilot  Industry/Laboratory  Program.  This  is  a  shared-cost  pro- 
gram between  NRC  laboratories  and  industrial  firms. 

Program  for  Export  Market  Development 

The  purpose  of  the  program  is  to  help  Canadian  suppliers  penetrate 
new  export  markets  or  increase  their  exports.  Loans  are  made  under 
the  following  criteria:  1)  when  a  firm  presents  bids  involving  unusually 
large  and  complex  capital  expenditures;  2|  in  cases  of  exceptional  inter- 
national competition,  and  3)  for  establishing  a  consortium  to  respond  to 
demand  in  foreign  markets.  The  loans  are  repayable  only  if  the  project 
succeeds. 

The  program  has  five  sections  offering  a  wide  range  of  assistance 
designed  to  meet  the  needs  of  industry.  The  program  encourages  par- 
ticipation in  major  projects  abroad,  export  market  identification  or  ad- 
justment, trade  fairs  abroad,  trips  to  Canada  by  potential  buyers  and 
formation  of  export  consortia.  About  2,000  firms  use  this  assistance 
program  each  year. 

Export  Development  Corporation 

This  Crown  Corporation  provides  insurance,  loans,  guarantees  and 
other  services  for  Canadian  export  businesses.  The  EDC's  financial 
assistance  amounts  to  billions  of  dollars  a  year.  The  EDC  has  extensive 
powers  for  helping  firms  of  all  sizes,  insuring  them  against  non- 
payment by  foreign  buyers  of  Canadian  goods  and  services. 

Through  its  "Risk  Protection"  insurance,  the  EDC  can  insure  financial 
institutions  against  calls  on  surety  instruments  provided  on  behalf  of 
Canadian  exporters,  and  it  can  insure  consortium  members  against  the 
possibility  of  non-performance  by  another  member  of  the  consortium. 
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The  EDC  also  extends  long-term  or  guaranteed  loans  to  foreign  buyers 
of  Canadian  goods  and  services.  These  loans  are  arranged  in  the  private 
sector  at  the  most  competitive  interest  rates  possible  in  the  interna- 
tional market.  The  EDC  offers  this  service  when  the  foreign  buyer 
needs  credit  for  five  or  more  years,  but  cannot  obtain  it  from  private 
sources. 

The  EDC  can  insure  Canadian  firms  investing  abroad  against  political 
risks,  including  losses  or  damages  resulting  from  expropriation,  insur- 
rection, war  or  the  impossibility  of  converting  profits  or  capital. 
However,  only  new  investments  in  developing  countries  are  eligible  for 
insurance  at  the  present  time. 

The  EDC  has  reported  declining  net  incomes  since  1979.  The 
downward  trend  illustrates  a  trap— the  so-called  interest-rate  squeeze. 
EDC  cannot  generate  income  when  it  uses  funds  raised  on  the  open 
market  at  high  rates  to  make  loans  at  low  fixed  rates.  EDC  lost  about 
$30  million  in  1982.  There  is  some  evidence,  however,  that  returns  to 
Canada  from  subsidized  exports  are  greater  than  costs:  long-term 
benefits  are  greater  than  direct  government  spending.  Exports  have 
favorable  impacts  on  the  federal  revenue-expenditure  balance,  the  cur- 
rent account,  exchange  rate  and  relative  price  and  interest  rates. 

Equalization  Payments  and  Regional  Development  Grants. 

Regional  aid  is  given  to  designated  areas  to  offset  imbalances  in  income 
levels  and  economic  activitiy.  During  the  1981-82  fiscal  year,  federal 
grants  to  provinces  to  provide  adequate  public  services  amounted  to  $4 
billion  (or  6  percent  of  the  federal  budget).  Since  income  transfers  have 
been  judged  insufficient  for  the  task  of  spurring  economic  develop- 
ment, additional  federal  programs  have  been  implemented. 

The  Department  of  Regional  Economic  Expansion 

DREE's  original  objectives  were  to  "...  facilitate  social  adjustments  in 
Canada  through  federal-provincial  agreements,  special  programs  and 
other  activities  designed  to  increase,  and  improve  access  to  develop- 
ment opportunities  in  various  regions  of  the  country."  DREE's  primary 
activities  were  carried  out  through  General  Development  Agreements 
(GDAs),  the  Regional  Development  Incentives  Program  (RDIP)  and 
rural  programs. 

GDAs  are  ten-year  coordinated  development  activities  with  each  of  the 
provinces.  The  agreements  cover  infrastructure  development,  special 
sectoral  needs  (e.g.,  in  agriculture  and  minerals]  and  special  problem 
areas,  such  as  the  Arctic  North.  Excluding  the  pulp  and  paper  and  min- 
ing industries,  most  manufacturing  and  processing  industries  have 
been  eligible  for  grants,  direct  loans  and  loan  guarantees  in  designated 
development  areas  under  RDIP. 


In  1982,  DREE  was  replaced  by  two  new  federal  agencies,  the  Depart- 
ment of  Regional  Industrial  Expansion  (DRIE|  and  the  Ministry  of  State 
for  Economic  and  Regional  Development  (MSERD).  DRIE  took  over  re- 
sponsibility for  administering  GDAs  and  RDIA  incentives,  while 
MSERD  was  made  responsible  for  providing  the  Cabinet  Committee  on 
Economic  and  Regional  Development  with  information  and  analysis  on 
all  aspects  of  key  development  issues.  The  two  agencies  will  coordinate 
their  efforts  to  review  the  regional  implications  of  major  development 
programs,  and  to  direct  more  attention  and  support  for  expanding  ex- 
port markets. 

Federal  and  provincial  development  priorities  are  sometimes  arrayed 
against  each  other.  Federal  objectives,  such  as  energy  self-sufficiency 
and  Canadianization,  sometimes  conflict  with  the  goals  of  provinces. 
Alberta,  for  example,  wants  to  maximize  its  sales  of  oil  and  gas  to  the 
United  States.  Efforts  to  diversify  one  region's  economy  can  have  the 
opposite  effect  on  another  region.  The  provincial  initiatives  are  dis- 
cussed in  the  following  sections. 


ALBERTA  PERSPECTIVE 

Prior  to  World  War  II,  Alberta's  economy  was  agricultural,  and  it  ex- 
perienced the  booms  and  busts  associated  with  grain  and  livestock  pro- 
duction. But  when  oil  was  discovered  in  Alberta  in  1947,  it  triggered  an 
economic  transformation  that  boomed  in  the  1970s  with  a  tremendous 
expansion  in  provincial  petroleum  revenues  as  a  consequence  of  OPEC- 
led  world  price  increases. 

The  major  advantage  for  Alberta's  industrialization  efforts  remains  its 
abundant  energy  supplies;  disadvantges  include  its  relative  remote- 
ness, its  limited  transportation  facilities  and  its  sparse  population. 
Trade  is,  therefore,  a  vital  component  of  Alberta's  economic  develop- 
ment: grain  to  overseas  markets;  oil  to  Eastern  Canada,  and  meat  pro- 
ducts and  natural  gas  to  the  U.S.  Alberta's  varied  industrial  base  in- 
cludes petroleum  refining,  meat  and  dairy  processing,  and  chemical 
production. 
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POLICY  TRENDS 

Although  the  government  of  Premier  Peter  Lougheed  is  among  the  most 
"private  enterprise"  oriented  in  Canada,  it  plays,  by  American  stan- 
dards, a  highly  active  role  in  all  phases  of  industrial  development  pro- 
motion and  trade  assistance.  With  the  present  paramount  role  of  the  oil 
and  gas  industry  and  the  associated  provincial  revenues,  the  challenge 
for  the  government  has  been  to  use  its  present  wealth  to  establish  a 
healthy,  diversified  economy  that  will  survive  any  decline  of  petroleum 
revenues.  The  goal  has  been  to  capture  more  of  the  benefits  of  resource 
extraction  industries  through  processing,  manufacturing  and  service 
activities. 

In  the  late  1970s  and  early  1980s,  Alberta  set  out  on  a  "megaproject" 
industrial  strategy;  stimulating  development  through  the  construction 
of  large-scale  petroleum  projects  such  as  tar  sands  plants.  However,  for 
both  economic  reasons  (the  softening  world  demand  for  oil  and  high 
construction  costs)  and  political  reasons  (disputes  between  the  Alberta 
and  federal  governments  over  pricing  and  royalties)  these  "megaproj- 
ects"  have  been  shelved. 

ALBERTA  AGENCIES 

Alberta  Economic  Development 

This  department  has  primary  responsibility  for  development  and  trade 
policy.  It  has  a  Development  and  Trade  Division,  which  assists  the 
development  and  expansion  of  Alberta  companies,  stimulates  new  in- 
vestment, and  assists  Alberta  companies  to  market  their  goods  and  ser- 
vices outside  the  province.  It  operates  offices  in  London,  New  York, 
and  Los  Angeles.  A  track  development  branch  identifies  specific  export 
opportunities  and  acts  as  an  intermediary  between  the  Alberta  com- 
pany and  the  buyer.  It  is  involved  in  foreign  joint  ventures  and 
organizes  trade  missions  (such  as  a  sales  trip  through  the  western  U.S. 
on  behalf  of  the  Alberta  oil  and  gas  equipment  industry). 

A  process  industry  development  branch  concentrates  on  such  sectors  as 
chemicals,  energy,  food,  forest  products  and  health  care  providing 
assistance  with  location,  government  regulations  and  services,  and 
marketing  strategies.  The  branch  has  provided  market  referrals  and  ad- 
vice for  Pacific  Rim  coal  customers,  established  a  new  timber  develop- 
ment area  in  Alberta,  and  participated  in  a  feasibility  study  of  coal 
slurry  pipelines. 

The  Planning  and  Services  Division  has  a  strategic  planning  branch, 
which  assesses  future  threats  to  and  opportunities  for  the  provincial 
economy.  Its  'future  assessment"  group  considers  global-scale  changes 
in  technology,  demography  and  behavior.  A  transportation  services 


branch  recommends  improvements  to  transportation  systems,  with 
special  concern  given  to  bulk  commodity  transportation  (particularly 
coal  and  grain).  One  recommendation  was  to  improve  West  Coast  ter- 
minal facilities  in  B.C.  Through  the  Heritage  Savings  Trust  Fund,  the 
province  has  purchased  1,000  hopper  cars  for  grain  handling,  and  is 
helping  fund  a  new  grain  terminal  at  Prince  Rupert. 

Department  of  Tourism  and  Small  Business.  This  agency  pro- 
vides management  assistance  to  small  businesses  in  Alberta,  and  assists 
in  community  economic  development  and  business  site  location.  It  tries 
to  maximize  the  contribution  of  the  tourism  industry  to  regional 
development.  The  department's  regional  small  business  development 
branch  helps  rural  communities  attract  industry  and  stabilize  their 
economies. 

The  Alberta  Opportunity  Company 

The  Alberta  Opportunity  Company  is  a  Crown  Corporation  formed  in 
1972  to  provide  financial  and  managerial  assistance  to  businesses.  Its 
goal  is  to  promote  "the  development  of  resources  and  the  general 
growth  and  diversification  of  the  economy  of  Alberta." 

Although  it  reports  to  the  Alberta  legislature,  the  Alberta  Opportunity 
Corporation  is  not  politically  bound  to  the  provincial  government  or  to 
any  party.  Reports  are  channeled  through  the  Minister  of  Tourism  and 
Small  Business.  Recommendations  and  advice  from  the  government  are 
generally  followed,  but  the  company's  board  of  directors  actually  sets 
its  policies  and  has  final  decision-making  power. 

The  Alberta  Opportunity  Company  is  not  a  substitute  for  banks  or 
other  financial  institutions.  It  provides  financing  only  when  applica- 
tions to  conventional  sources  have  proven  unsuccessful.  Money  is 
made  available  as  loans  and/or  loan  guarantees;  no  money  is  directly 
granted  by  the  corporation.  Loans  are  approved  on  the  basis  of  need, 
size  of  the  business,  location  and  other  factors.  Security  is  the  last  con- 
sideration for  authorization  of  a  loan.  This  characteristic  of  the  Oppor- 
tunity Company's  lending  practices  puts  it  in  a  risky  situation. 
However,  the  failure  rate  of  businesses  that  borrow  from  the  Alberta 
Opportunity  Company  is  only  about  eight  percent.  By  comparison,  the 
U.S.  national  average  failure  rate  for  businesses  that  borrow  to  expand 
or  diversify  is  about  15  percent. 

The  province's  general  fund  is  the  Opportunity  Company's  major 
source  of  money.  It  also  borrows  from  the  Alberta  Heritage  Savings 
Trust  Fund.  This  money  is  in  turn  loaned  to  Alberta  businesses.  In  this 
way,  the  Heritage  Fund  invests  within  the  province  without  making 
loans  directly  to  individuals.  The  Alberta  Opportunity  Company 
receives  no  grants  from  the  Heritage  Fund.  It  borrows  from  the  fund  at 
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current  Alberta  Treasury  rates  (the  same  as  market  rates)  the  same  way 
that  anyone  else  borrows  from  the  province.  The  company  also  lends  at 
market  rates  (except  in  a  very  few  cases  when  a  small  business  is 
located  in  a  rural  area):  the  rate  remains  fixed  for  the  duration  of  the 
loan. 

Businesses  that  have  received  Alberta  Opportunity  Company  loans  in- 
clude community  newspaper  publishers,  independent  geophysical  con- 
tractors (seismographers),  special  building  support  suppliers, 
machinery  and  welding  companies,  electrical  engineers,  dry  cleaners, 
auto  body  repair  shops,  outfitters  and  dude  ranches,  to  name  a  few. 
With  few  exceptions,  these  enterprises  are  all  located  outside  of  the  ma- 
jor urban  centers  of  Calgary  and  Edmonton.  The  hope  of  the  Alberta 
Opportunity  Company  is  that  businesses  in  smaller,  rural  communities 
can  make  Alberta's  economy  strong  throughout  the  province,  not  just 
in  the  major  cities. 


B.C.  PERSPECTIVE 

Large  resource-based  export  industries  have  been  the  prime  factor  in 
B.C.'s  economic  growth.  The  province  benefits  from  a  tremendously 
rich  and  diverse  resource  base,  including  forests,  natural  gas,  coal, 
minerals  and  fisheries.  Trade  remains  a  crucial  component  of  the 
economy,  but  diversification  efforts— both  in  products  and 
markets— have  begun  and  will  continue  in  the  1980s.  Coal  and  liquified 
natural  gas  exports  to  Japan  exemplify  this  shift.  Another  example  is 
lumber,  which  typically  accounts  for  more  than  40  percent  of  total  B.C. 
exports  to  the  U.S.  Japan  is  becoming  an  additional  major  market,  tak- 
ing more  than  20  percent  of  the  province's  lumber  and,  as  the  in- 
frastructure is  put  into  place,  major  amounts  of  coal  and  LNG. 

In  B.C.  in  fiscal  year  1980-81,  natural  resource  revenues  accounted  for 
17  percent  of  total  provincial  revenues,  about  $988  million.  Forest- 
related  revenues  (stumpage  fees,  etc.)  account  for  about  40  percent  of 
the  total;  oil  and  natural  gas  permits,  fees,  royalties  and  sales  income 
provide  another  40  percent.  But  a  nearly  49  pecent  decrease  in  natural 


gas  exported,  a  sharp  drop  in  sales  of  oil  and  gas  exploration  rights  and 
large  price  declines  for  lumber  have  recently  added  up  to  a  sharp 
decline  in  revenues. 

POLICY  TRENDS 

British  Columbia  economic  development  remains  highly  vulnerable  to 
worldwide  economic  conditions,  particularly  those  in  the  U.S.  and 
Japan.  The  Social  Credit  government  has  chosen  to  push  resource  ex- 
traction and  exports  to  resfimulate  the  provincial  economy.  There  is  a 
"megaproject"  approach  to  the  government's  strategy.  Examples  in- 
clude: 

•  a  multibillion  dollar  infrastructure  development  (roads,  rail  and 
new  towns)  to  allow  LNG  and  coal  development  in  the  Northeast: 

•  expansion  of  the  port  facility  at  Prince  Rupert  (new  LNG,  coal  and 
grain  terminals),  and 

•  expansion  of  terminal  facilities  at  Vancouver  to  allow  increased 
coal  exports  from  the  Southeast  to  Pacific  Rim  markets. 

Note  that  even  though  the  present  government  is  conservative  and  free 
enterprise  oriented,  it  retains  a  highly  activist  approach  to  promoting 
development,  including  trade  development  and  promotion.  It  has  not, 
however,  established  a  "Heritage  Savings  Fund"  as  have  Alberta  and 
Saskatchewan. 

Pressures  for  development  has  led  to  environmental  controversies 
within  B.C.,  such  as  opposition  to  large-scale  hydroelectric  projects  and 
forest  clear-cutting  practices:  and  outside  the  province,  as  with  opposi- 
tion to  the  proposed  Sage  Creek  coal  mine  in  southeastern  B.C. 

B.C.  AGENCIES 

Ministry  of  Industry  and  Small  Business 

This  agency  aims  to  expand  and  diversify  production  and  exports, 
besides  attracting  new  investment:  it  emphasizes  the  establishment  of 
small  businesses.  The  Trade  and  Industry  Division  also  has  important 
trade  promotion  functions.  The  Industry  Branch  leads  groups  of  B.C. 
companies  to  national  and  international  trade  shows:  provides  market 
development  assistance:  assists  B.C.  companies  in  bringing  in  potential 
buyers  from  U.S.  and  overseas,  and  shares  costs  with  private  com- 
panies for  technical  studies  identifying  new  markets  and  developing 
new  products.  The  Trade  and  Capital  Projects  Branch  organizes 
overseas  trade  missions:  performs  export  counseling,  and  identifies  ma- 
jor capital  projects  around  the  world  that  provide  sales  opportunities 
for  B.C.  companies.  The  Economic  Development  European  Branch 
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helps  B.C.  companies  participate  in  European  trade  shows  and  staffs 
the  province's  London  office. 

The  Economic  Analysis  and  Research  Branch  is  responsible  for  data- 
gathering  and  policy  assessment;  it  coordinates  industrial  policy  and 
trade  development  strategy  (as  in  the  Northeast  coal  development).  Its 
International  Economic  Relations  Branch  determines  factors  that  in- 
fluence foreign  investment  and  trade  with  B.C.  It  works  with  the  other 
western  provinces  on  a  regional  cooperative  strategy  for  trade  develop- 
ment. 

B.C.  Development  Corp.  This  Crown  Corporation  was  established 
in  1973  to  establish  and  expand  industrial  enterprises.  It  reports  to  the 
Ministry  of  Industry  and  Small  Business.  The  corporation  provides 
capital  loans  to  industry.  In  fiscal  year  1980-81,  it  made  122  loans  for 
$29  million  and  created  or  saved  1,100  jobs.  It  also  develops  industrial 
parks  to  promote  new  development,  and  is  involved  in  urban  renewal, 
tourism  and  recreation  projects. 

Ministry  of  Energy,  Mines  and  Petroleum  Resources. This 

agency  promotes  coal  development  for  export  in  the  Northeast.  It  ad- 
ministers the  coal  development  guideline  process  (which  affects 
development  of  the  Sage  Creek  mine  near  the  Montana  border). 

B.C.  Resources  Investment  Corporation  (BCRIC).  One  of  the 

most  controversial  provincial  issues  since  its  creation  in  1979,  this  exer- 
cise in  "people's  capitalism"  was  the  brainchild  of  Social  Credit 
Premier  Bill  Bennett.  BCRIC  consolidated  a  number  of  provincial 
holdings  in  the  timber,  mining  and  energy  sectors  to  aggressively 
develop  the  natural  resource  base.  At  its  creation,  all  B.C.  residents 
were  given  five  shares  with  an  initial  value  of  $6  a  share.  Today  it  is  a 
100  percent  private  sector,  shareholder-owned  company.  Its  principal 
operating  subsidiary  is  B.C.  Timber,  and  it  owns  8.5  percent  of  a  major 
natural  gas  distributor,  Westcoast  Transmission  Co. 


SASKATCHEWAN  PERSPECTIVE 

Historically  the  Saskatchewan  economy  has  depended  on  agriculture, 
though  in  the  last  decade  the  province  has  begun  to  exploit  substantial 


mineral  and  petroleum  resources:  oil,  natural  gas,  uranium,  potash  and 
coal.  But  agriculture,  particularly  grain  production  for  export,  remains 
the  foundation  of  the  provincial  economy. 

Saskatchewan,  which  became  a  province  in  1905,  was  founded  on  the 
ethics  of  cooperation  and  sharing,  and  much  of  its  history  reflects  this. 
It  produced  a  powerful  farmers'  cooperative  movement,  gave  birth  to 
Canada's  major  socialist  party,  and  was  the  first  province  to  implement 
universal  medicare. 

In  economic  matters,  the  role  of  the  provincial  government  has  been  no 
less  active  and  interventionist.  Wide  use  has  been  made  of  public  in- 
vestment and  Crown  Corporations  to  channel  and  stimulate  economic 
growth.  Particular  attention  has  been  given  to  obtaining  an  interest  in 
those  economic  sectors  controlled  by  foreign-based  multinational  cor- 
porations—hard rock  mining,  uranium,  petroleum  and  potash— but 
these  remain  highly  vulnerable  to  world  (and  particularly  U.S.) 
markets. 

POLICY  TRENDS 

Saskatchewan  oil  and  natural  gas  revenues  rose  dramatically  in  the 
1970s  (although  not  as  great  a  rise  as  in  Alberta),  which  led  to  the 
transformation  of  the  provincial  economy  from  its  historic  agricultural 
base.  Changes  in  the  Canadian  Constitution  and  the  introduction  of  the 
federal  government's  National  Energy  Program  directly  affected 
Saskatchewan's  oil  and  natural  gas  industries. 

The  magnitude  of  these  petroleum  revenues  has  given  a  new  dimension 
to  Saskatchewan's  efforts  to  diversify  its  economy,  as  the  government 
has  directly  invested  in  selected  economic  sectors  to  broaden  the 
economic  base  and  to  capture  more  raw  material  processing  benefits. 

Saskatchewan's  diversification  efforts  may  change  following  the  1982 
election  of  a  Conservative  government.  It  has  promised  less  govern- 
ment intervention  and  more  reliance  on  private  sector  initiative,  par- 
ticularly in  the  energy  field.  As  well,  the  use  of  Heritage  Fund  money 
(resource  revenues)  may  swing  to  more  immediate  concerns,  such  as 
home  mortgage  subsidies,  at  the  expense  of  longer-run  investments.  In 
the  fall  of  1982,  the  new  government  began  dismantling  the  system  of 
intervention  that  had  been  established  under  the  NDP.  It  has  frozen 
government  ownership  and  participation  in  two  key  natural  resource 
sectors:  potash  and  oil  exploration.  The  government-owned  Potash 
Company  will  be  kept  at  its  present  level,  and  private  companies  will 
be  encouraged  to  expand.  The  new  government  is  also  putting  in- 
creased emphasis  on  trade,  opening  trade  offices  in  London,  Europe, 
Tokyo  and  several  Canadian  and  U.S.  cities. 
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SASKATCHEWAN  AGENCIES 

Saskatchewan  Industry  and  Commerce.  Its  Trade  and  Industry 
Promotion  Branch  aims  to  increase  sales  of  Saskatchewan  goods  and 
services,  encourage  Saskatchewan  content  in  resource  development 
and  capital  projects,  support  local  enterprises,  and  encourage  interna- 
tional awareness  of  Saskatchewan  investment  and  business  oppor- 
tunities. 

Crown  Investments  Corporation  of  Saskatchewan  (CIC). 

This  agency  was  established  in  1947  as  a  holding  company  for  the  pro- 
vince's commercial  Crown  Corporation.  Its  role  has  grown  as  the  use  of 
Crown  Corporations  has  increased.  In  1981,  it  oversaw  four  utilities, 
five  resource-based  and  eight  financial  and  service-oriented  Crown 
Corporations.  It  approves  corporate  plans  and  capital  budgets  for  the 
Crown  Corporations  and  provides  broad  policy  direction.  CIC  acts  as  a 
catalyst  in  broadening  the  base  of  the  provincial  economy  to  improve 
its  stability  during  market  fluctuations  "  .  .  .by  deliberate  expansion  of 
the  resource  and  manufacturing  sectors."  It  helps  create  new  Crown 
Corporations  and  diversify  existing  ones,  and  initiates  joint  ventures 
with  private  sector  investors. 

Saskatchewan   Economic   Development  Corporation.   The 

Saskatchewan  Economic  Development  Corporation  jSEDCO)  is  a 
Crown  Corporation  lending  agency.  SEDCO  began  in  1963  with  a 
founding  goal  "  .  .  .to  help  Saskatchewan's  economy  grow  and  diversify 
by  providing  a  wide  range  of  business  services.  " 

In  1980,  about  450  clients  in  35  communities  received  financial,  in- 
dustrial or  business  assistance  from  the  corporation.  The  agency  also 
took  an  equity  interest  in  15  projects  within  the  province  that  same 
year. 

Earnings  of  nearly  $3  million  were  recorded  in  1980,  and  about  $3.02 
million  in  1981.  Of  this  profit,  a  dividend  of  $2  million  went  to  the 
province  through  the  Crown  Investments  Corporation  to  help  finance 
various  public  programs.  SEDCO  is  also  credited  with  creating  about 
400  new  jobs  in  1980,  and  with  encouraging  economic  development  in 
Saskatchewan.  Most  of  the  loans  made  by  SEDCO  range  from  $250,000 
to  $1.5  million.  There  is  no  limit  on  the  amount  of  a  loan.  However, 
most  loans  over  $1  million  must  be  approved  by  the  provincial  cabinet, 
of  which  the  Minister  in  charge  of  SEDCO  is  a  member. 

The  Saskatchewan  Economic  Development  Corporation  is  structured 
somewhat  like  a  provincial  ministry,  but  more  like  a  loan  company. 
The  provincial  premier  appoints  one  of  his  ministers  to  be  Minister  in 
charge  of  SEDCO;  generally,  the  Minister  of  Industry  and  Commerce  is 
given  the  portfolio. 


The  province  funds  SEDCO  through  the  Crown  Invesmtent  Corpora- 
tion (CIC).  SEDCO  borrows  from  CIC,  and  in  turn  lends  money  to 
Saskatchewan  businesses  and  research  parks.  No  money  is  granted  by 
the  agency.  Its  interest  rates,  however,  are  generally  lower  than  market 
rates.  One  of  SEDCO's  policies  is  to  keep  its  interest  rates  as  low  as 
possible.  The  highest  rate  it  has  charged  so  far  has  been  17.25  percent, 
while  market  rates  have  been  as  high  as  23  percent. 

Most  types  of  enterprises  in  Saskatchewan  qualify  for  SEDCO  financ- 
ing, with  the  exception  of  exploratory  and  extractive  industries,  basic 
farming  and  ranching  operations,  charitable  organizations,  commercial 
and  residential  real  estate,  financial  and  leasing  operations. 

To  be  considered  eligible  for  developmental  financing,  a  project  must 
meet  certain  criteria.  The  project  must  significantly  contribute  to 
economic  expansion  and/or  distribution  of  economic  activity  in  the 
province  and  demonstrate  benefits  accruing  to  the  province  as 
measured  by  one  or  a  combination  of  job  creation  or  maintenance  of  ex- 
isting jobs;  productivity  increase;  volume  increase  in  goods  or  services; 
business  deemed  essential  or  important  to  a  community,  and  iden- 
tifiable social  priority.  Once  a  project  meets  eligibility  criteria,  it  must 
then  meet  further  criteria  for  approval:  demonstrate  financial  viability 
(based  on  normal  standards  of  credit  worthiness);  furnish  acceptable 
security,  and  assure  capable  management. 

RESOURCE  REVENUE  TRUST  FUNDS 

Alberta  and  Saskatchewan  benefited  greatly  from  rising  natural 
resource  prices  during  the  1970s.  Both  provinces  at  that  time  estab- 
lished funds  for  the  dedication  of  part  of  the  government's  resource 
revenues.  These  funds  reflect  the  philosophy  that  natural  resources  are 
finite,  and  that  some  of  the  revenues  they  earn  should  be  invested  for 
the  future.  Montana  readers  will  recognize  similarities  to  their  coal 
severance  tax  trust  fund,  although  the  Canadian  counterparts  both  cur- 
rently dwarf  Montana's  fund.  Nonetheless,  both  Alberta  and  Saskatch- 
ewan face  similar  public  policy  choices  and  pressures  over  how  best  to 
invest  the  growing  revenues. 

The  Alberta  Trust  Fund 

PERSPECTIVE 

In  response  to  a  growing  awareness  of  the  province's  special  energy 
resource  situation,  the  Alberta  legislative  assembly  passed  the  Alberta 
Heritage  Savings  Trust  Fund  Act  in  1976,  acknowledging  that  once  the 
boom  was  over  there  might  be  nothing  to  show  for  it.  It  was  decided  to 
save  some  of  the  wealth  to  cushion  the  economic  decline  that  would  ac- 
company depletion. 
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The  act  initially  required  that  30  percent  of  the  revenues  from 
nonrenewable  resources  be  transferred  to  the  fund.  The  other  70  per- 
cent was  to  be  used  for  general  government  services.  The  interest  the 
fund  earns  each  year  is  added  to  the  fund. 

The  Heritage  Fund  was  started  with  $1.5  billion  dollars  from  the 
General  Revenue  Fund.  Today  the  Heritage  Fund  has  topped  $11 
billion.  While  large  by  Montana  standards,  the  fund  is  not  much  larger 
than  one  year's  budget  in  Alberta.  The  fund  is  forecast  to  grow  to  nearly 
$14  billion  in  1983,  and  some  say  it  could  be  $48  billion  by  1986.  Since 
the  Heritage  Fund  began,  the  income  earned  on  investments  has 
become  an  increasing  portion  of  the  total  fund.  In  1979-80,  investment 
income  represented  20.5  percent  of  the  fund;  in  1980-81,  it  constituted 
33.4  percent,  and  in  1981-82  about  40  percent.  The  estimate  for  tax 
revenue  to  be  added  to  the  fund  in  1983  is  $1.6  billion,  and  for  interest 
earned,  $1.4  billion. 

The  fund  has  several  functions.  Carefully  planned  investments  with  the 
money  in  the  fund  is  considered  important,  not  just  for  the  interest 
these  investments  earn.  Monetary  returns  on  these  investments  is  not 
necessarily  the  priority.  Some  assets  are  committed  and  invested  in 
other  regions  of  Canada  as  well  as  Alberta.  Many  capital  projects,  for 
instance,  do  not  earn  direct  profits,  but  they  are  justified  by  the 
economic  and  social  benefits  they  provide  for  Albertans.  Other  in- 
vestments, such  as  loans,  do  earn  direct  financial  returns  for  Alberta. 
By  March  31,  1981,  more  than  80  percent  of  the  Heritage  Fund's  assets 
were  committed  to  long-term  use.  The  rest  was  invested  in  bonds  and 
debentures. 

The  Alberta  Treasury  manages  the  Heritage  Fund,  but  different  divi- 
sions administer  different  aspects,  along  with  their  other  duties  of 
financial  planning.  Investments  are  approved  by  a  committee  com- 
posed of  the  provincial  cabinet.  The  Alberta  Treasurer  administers  the 
deposits  and  marketable  securities  held  by  the  fund.  Professional  in- 
vestment advisors  are  also  hired  to  help  guide  the  fund's  investors. 

DIVISIONS 

The  Alberta  Heritage  Savings  Trust  Fund  Act  specifies  six  different  in- 
vestment divisions.  Each  division  has  its  own  investment  objectives 
and  restrictions. 

Capital  Projects  Division.  The  Capital  Projects  Division  uses 
Heritage  Fund  assets  for  ".  .  the  making  of  investments  in  projects 
which  will  provide  long  term  economic  or  social  benefits  to  the  people 
of  Alberta"  but  which  will  by  their  nature  yield  a  return  to  the  Trust 
Fund.  Investments  made  by  this  division  cannot  exceed  20  percent  of 


the  fund's  assets.  Only  the  projects  in  this  division  must  be  approved 
by  the  Alberta  Legislature,  which  appropriates  funds  for  these  invest- 
ments annually.  Such  investments  range  from  the  purchasing  of  new 
rail  hopper  cars,  to  funding  medical,  agricultural,  and  energy  research, 
offering  scholarships,  and  building  parks  and  recreational  areas. 

Canada  Investment  Division.  The  Canada  Investment  Division 
may  make  loans  to  the  Canadian  federal  government,  any  provincial 
government  or  anyone  else,  as  long  as  the  loan  is  guaranteed  by  the 
federal  or  a  provincial  government. 

Alberta  Investment  Division.  The  Alberta  Investment  Division 
was  set  up  to  make  investments  that  yield  a  reasonable  profit  to  the 
Trust  Fund  and  tend  to  strengthen  or  diversify  the  economy  of  Alberta. 
Loans  made  to  provincial  corporations  carry  market  rates  of  interest. 
This  division  uses  the  greatest  percentage  (53  percent)  of  the  Heritage 
Fund's  assets.  In  1980-81,  net  new  investments  totalled  nearly  $1.4 
billion.  Ninety-eight  percent  of  this  was  invested  in  provincial  corpora- 
tions; the  rest  was  used  for  the  Syncrude  project  and  some  debentures. 
Provincial  corporations  receiving  loans  were  the  Alberta  Home  Mort- 
gage Corporation,  Alberta  Housing  Corporation,  Alberta  Government 
Telephones,  Alberta  Municipal  Financing  Corporation,  Alberta  Agri- 
cultural Development  Corporation  and  the  Alberta  Opportunity  Com- 
pany. 

The  Alberta  Home  Mortgage  Corporation's  objective  is  to  increase  the 
availability  of  affordable  housing,  both  for  rental  and  ownership,  and  to 
assist  low  to  middle  income  citizens  in  finding  such  housing.  Aims  of 
the  Alberta  Agricultural  Development  Corporation  include  the  estab- 
lishment and  maintenance  of  family  farms  and  improvement  in  their 
productivity  and  encouragement  of  the  processing  of  Alberta 
agricultural  products. 

The  Trust  Fund  Act  was  amended  in  the  spring  of  1980  to  create  two 
new  separate  divisions:  the  Commercial  Investment  Division  and  the 
Energy  Investment  Division. 

Energy  Investment  Division.  The  Energy  Investment  Division 
was  charged  with  "...  the  making  of  investments  which, .  .  will  yield 
a  reasonable  return  or  profit  to  the  Trust  Fund  and  will  facilitate  the 
development,  processing,  or  transportaion  of  energy  resources  within 
Canada." 

Commercial  Investment  Division.  Its  purpose  is  to  invest  in  a 
broad  range  of  securities,  thereby  diversifying  the  investments.  Its  in- 
vestments are  patterned  after  those  of  pension  funds  and  are  involved 
mainly  in  equity  investments  rather  than  in  debt  investments.  The 
legislation  governing  this  section  sets  out  a  credit  test  for  firms  in  which 
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the  division  may  invest.  The  Commercial  Investment  Division  looits  for 
stock  in  large  firms,  such  as  those  on  the  Toronto  and  New  York  Stock 
Exchanges. 

POLICY  ISSUES 

The  impact  of  the  Alberta  Heritage  Savings  Trust  Fund  is  strong  not  on- 
ly in  Alberta  but  across  Canada.  Investments  made  by  the  Canada  In- 
vestment Division  are  of  particular  importance,  including  loans  to 
Prince  Edward  Island,  Nova  Scotia,  New  Brunswick,  Newfoundland, 
Manitoba  and  Hydro-Quebec.  Most  loans  have  been  used  to  finance 
municipal  infrastructures,  develop  electrical  energy  programs,  and 
help  fund  other  public  sector  projects  in  those  areas. 
The  positive  result  of  these  loans  is  the  increased  demand  for  goods, 
services  and  workers.  However,  many  Albertans  oppose  these  loans. 
They  feel  too  much  of  "their"  money  is  leaving  the  province.  Although 
the  loans  will  be  repayed,  the  lower  interest  rates  do  not  maximize  the 
fund's  return  on  investments. 

Other  critics  see  all  of  the  Heritage  Fund  activities  in  general  as  "piggy- 
bank"  approaches  to  investing.  The  Social  Credit  Party  of  Alberta,  in  an 
attempt  to  demonstrate  that  the  Heritage  Fund  was  not  being  used  to  its 
fullest  potential,  hired  two  American  development  consultants  to  study 
the  fund.  Their  report  concluded  that  the  fund  is  not  being  utilized 
properly:  it  is  failing  either  to  diversify  Alberta's  economy  or  to  make  a 
profit.  The  Funds  zero  percent  return  after  inflation  is  called  the 
"Alberta  Disease." 

This  conflict  is  further  reflected  in  the  ongoing  debate  within  the  Alber- 
ta Parliament  over  uses  of  the  Heritage  Fund.  Most  of  the  Conservative 
Party  members  take  the  "savings"  side  with  respect  to  the  Heritage 
Fund,  while  many  of  the  New  Democratic  Party  spokesmen  stress  the 
advantage  of  strategic  investing,  claiming  the  fund  should  not  remain 
idle,  like  a  sock  or  cookie  jar  stuffed  with  money  and  hidden  under  the 
mattress  for  a  rainy  day;  it  should  be  invested  or  spent  to  gain  the 
greatest  possible  benefits. 

Other  provinces  feel  Alberta  may  be  misusing  its  resource  wealth.  In 
1980,  several  Liberal  leaders  in  the  Atlantic  provinces  (Canada's 
poorest  economic  region)  began  suggesting  that  Alberta  might  be  using 
the  Heritage  Fund  as  a  tool  with  which  to  manipulate  other  provinces. 
These  provinces,  which  have  borrowed  close  to  a  billion  dollars  from 
the  Heritage  Fund,  are  suspicious  that  there  may  be  strings  attached  to 
the  loans. 

Another  question  facing  the  Herigage  Fund  is  whether  it  is  being  kept 
for  leaner  years  in  the  future  or  whether  too  much  of  it  is  used  as  a  han- 
dy government  purse,  being  spent  on  the  present  generation.  Because 


the  fund  is  not  autonomous  and  is  heavily  invested  in  the  province's 
present-day  capital  stock,  it  is  suspected  of  being  an  auxiliary  source  of 
government  funds,  taking  the  place  of  taxes.  This  use  is  sometimes 
called  the  "Dutch  Disease." 

The  Heritage  Fund  played  a  central  role  in  the  1982  provincial  election 
campaign.  Lougheed's  Conservative  government  announced  in 
September  a  two-fold  shift  in  policy:  a  reduction  in  the  percentage  of 
resource  revenues  devoted  to  the  fund  and  a  new  program  to  divert  in- 
come generated  by  fund  investments  toward  interest  rate  subsidies  on 
residential  mortgages  and  loans  to  small  business.  Thus  the  Heritage 
Fund  was  made  a  political  issue  by  the  government  in  power  by  using  it 
as  a  means  to  spur  economic  recovery  in  the  province. 

During  the  nine-month  period  following  the  policy  change,  approx- 
imately $860  million  was  paid  out  to  cover  the  difference  between 
market  interest  rates  and  the  12.5  percent  cap  on  mortgages  and  a  14.5 
percent  limit  on  small  business  loans.  Critics  of  the  policy  charged  that 
only  about  one-third  of  this  total  outlay  actually  went  toward  private 
debt  relief,  the  remainder  was  said  to  have  gone  to  cover  the  govern- 
ment's current  operating  deficit.  Mortgage  rates  were  already  falling 
when  the  new  policy  was  put  into  effect,  so  the  Lougheed  plan  ap- 
peared to  some  as  a  pretext  for  financing  provincial  debt.  Whatever 
political  interests  motivated  the  use  of  Heritage  Fund  income  for  pres- 
ent day  expenditures,  the  economics  of  the  situation  were  clear.  Reduc- 
tion of  the  oil  and  gas  royalty  going  into  the  fund  from  30  to  15  percent 
was  followed  immediately  by  substantial  total  revenue  shortfalls 
caused  by  shut-in  oil,  sluggish  oil  lease  activity,  a  soft  market  for 
natural  gas  and  a  decline  in  corporate  income  tax.  The  provincial 
government  was  faced  with  an  unprecedented  need  to  borrow  funds  on 
the  open  market  in  order  to  meet  its  routine  financial  obligations. 


The  Saskatchewan  Heritage  Fund 

PERSPECTIVE 

Saskatchewan,  like  Alberta,  realized  that  many  of  its  revenue- 
producing  resources  were  finite.  The  Heritage  Fund  was  established  in 
1978  to  ensure  "...that  a  share  of  the  Province's  non-renewable 
resources  would  be  preserved  for  future  generations."  The  Saskat- 
chewan Heritage  Fund  receives  all  revenues  such  as  royalties  and  taxes 
on  the  province's  non-renewable  resources,  plus  the  interest  and  divi- 
dend income  earned  on  the  fund's  investments.  By  the  end  of  the 
1980-81  fiscal  year,  Saskatchewan  Heritage  Fund  assets  had  grown  to 
$1  billion;  by  the  end  of  fiscal  1982,  they  totalled  close  to  $1.5  billion. 
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The  fund  has  three  major  purposes:  (1|  to  invest  in  assets  that  will  pro- 
vide the  base  for  future  economic  vitality;  (2)  to  finance  capital  projects 
that  will  contribute  to  the  long-term  economic  and  social  development 
of  the  province,  and  (3)  to  stabilize  yearly  fluctuations  in  the  resource 
revenues  used  to  finance  general  government  programming. 

The  fund  plays  an  active  role  in  provincial  economic  development, 
allowing  the  provincial  government  to  acquire  an  equity  in  various  sec- 
tors of  the  economy,  rather  than  investing  money  in  stock  or  bond 
markets  or  putting  the  resource  revenues  into  the  general  fund. 

Oil  is  the  largest  contributor  to  the  Saskatchewan  Heritage  Fund;  it  ac- 
counted for  60.6  percent  of  the  fund's  revenues  in  1980-81.  Potash 
ranks  just  behind  oil,  contributing  35.2  percent  in  1980-81.  Potash  is  ex- 
pected to  become  an  even  more  important  revenue  source  in  the  future. 
The  uranium  industry  is  another  contributor  to  the  Heritage  Fund. 
Although  it  doesn't  contribute  as  much  as  oil  or  potash,  uranium  is 
predicted  to  make  up  a  larger  percentage  of  the  fund  as  new  mines 
come  into  operation.  Coal  and  natural  gas  also  contribute  to  the  fund. 

Like  its  Alberta  counterpart,  the  Saskatchewan  Heritage  Fund  acts  both 
as  a  savings  account  and  as  a  mechanism  to  invest  in  projects  that  earn 
social  and  financial  gains  for  future  generations.  The  fund's  investment 
revenue  is  derived  from  marketable  securities,  loans,  dividends  from 
equity  investments  in  Crown  Corporations  and  capital  gains  from  in- 
vestment disposals.  Because  most  of  the  Heritage  Fund's  assets  are 
long-term  equity  investments,  the  fund  received  no  dividends  until 
1981-82. 

The  Saskatchewan  Heritage  Fund  is  administered  by  the  provincial 
Department  of  Finance  through  three  divisions.  The  Minister  of 
Finance  is  responsible  for  the  Fund,  and  for  reporting  on  its  activities  to 
the  Saskatchewan  legislature.  The  fund  is  operated  as  a  branch  of  the 
provincial  finance  department.  Saskatchewan's  legislative  assembly 
has  final  approval  over  the  budget  plans  of  the  Heritage  Fund.  It  plays, 
therefore,  a  more  direct  role  in  these  decisions  than  does  its  Alberta 
counterpart. 


DIVISIONS 

Saskatchewan  Heritage  Fund  Dividend.  To  help  finance  or- 
dinary government  spending,  the  Saskatchewan  Heritage  Fund 
transfers  part  of  its  revenues  to  the  province's  Consolidated  Fund.  This 
transfer,  or  dividend,  makes  funds  available  for  government  programs 
and  services  and  keeps  taxes  for  residents  as  low  as  possible.  The 
Heritage  Fund  Act  allows  no  more  than  80  percent  of  the  total  Heritage 


Fund  to  be  paid  as  a  dividend  to  the  Consolidated  Fund.  A  level  is  set 
for  the  dividend  each  year  (within  the  80  percent  limit|  based  on  the 
needs  of  the  two  funds. 

Provincial  Development  Expenditure.  Similar  to  Alberta's 
Capital  Projects,  Saskatchewan  Provincial  Development  Expenditures 
(PDE)  are  those  projects  that  reap  social  or  economic  benefits  for 
Saskatchewan.  These  projects  are  not  necessarily  designed  to  bring  a 
financial  return  to  the  Heritage  Fund.  Resource,  Economic  and  In- 
dustrial Development;  Health  and  Educational  Culture  and  Recreation; 
and  Municipalities  are  the  PDE  categories.  There  is  a  20  percent  annual 
limit  on  Heritage  Funds  used  for  these  expenditures. 

Investments,  Loans  and  Current  Assets.  The  Saskatchewan 
Heritage  Fund  has  investments  in  several  corporations.  Under  the 
Resources  Division,  the  fund  has  investments  in  two:  the  Saskatchewan 
Mining  Development  Corporation,  and  the  Saskatchewan  Grain  Car 
Corporation.  In  1980-81,  the  fund  made  an  equity  investment  of  $50 
million  in  the  Saskatchewan  Mining  Development  Corporation  to  help 
the  corporation  continue  its  mine  development  and  mineral  exploration 
programs.  The  Heritage  Fund  also  loaned  $55  million  to  the  Saskat- 
chewan Grain  Car  Corporation  in  1980-81  to  buy  1,000  grain  hopper 
cars.  The  loan  is  to  be  repaid  in  30  annual  principal  payments  of  $1.83 
million  at  an  interest  rate  of  13.25  percent. 

Energy  Security  Division 

Grants  to  the  province's  oil  and  gas  industry  are  available  as  incentives 
to  promote  the  exploration,  development  and  conservation  of  oil  and 
gas  in  Saskatchewan.  Certain  types  of  work,  such  as  drilling, 
geophysical-enhanced  recovery  and  research  are  eligible  for  the  grants. 

In  order  to  improve  the  current  rate  of  recovery  of  Saskatchewan's 
heavy  oil  reserves,  a  $16  million  project,  called  the  Heavy  Oil  Agree- 
ment, was  initiated  by  the  Canadian  and  Saskatchewan  governments. 
This  agreement  helps  fund  pilot  projects  that  help  research  and  develop 
this  energy  resource;  the  cost  is  shared  on  a  50-50  basis  by  each  govern- 
ment. In  1980-81,  $1.85  million  was  used  from  the  Heritage  Fund  for 
such  projects. 

Over  a  five-year  period  a  total  of  $18  million  will  be  provided  by  the 
Renewable  Energy  and  Energy  Conservation  Agreement  for  projects 
that  conserve  energy  or  use  renewable  energy  alternatives  in  Saskat- 
chewan. The  cost  of  all  approved  projects  is  split  equally  between  the 
federal  and  provincial  governments. 

The  Saskatchewan  Heritage  Fund  invests  in  two  more  corporations 
through  its  Energy  Security  Division.  The  Heritage  Fund  made  a  $28.8 
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million  equity  investment  in  the  Saskatchewan  Oil  and  Gas  Corpora- 
tion in  1980-81.  With  the  help  of  this  capital,  the  corporation  worked  on 
over  300  wells,  both  exploratory  and  developmental.  The  Heritage 
Fund  also  made  a  loan  of  $1 1.3  million  to  the  Saskatchewan  Power  Cor- 
poration in  1980-81.  This  corporation  uses  most  of  the  loans  for  its 
"Warm-up  Saskatchewan"  program,  which  makes  interest-free  loans 
of  up  to  $1,000  to  homeowners  for  improving  the  energy  efficiency  of 
their  homes. 

Environmental  Protection  Division.  This  provides  a  contingen- 
cy fund  against  unforeseen  environmental  problems  that  arise  follow- 
ing closure  of  a  uranium  mine.  A  $2  million  transfer  from  the  Resources 
Division  to  the  Environmental  Protection  Division  was  made  in  1980. 


Research  Councils 

Research  and  development  are  integral  parts  of  economic  growth. 
States  and  provinces  are  increasingly  coming  to  realize  that  they,  and 
not  just  the  federal  government,  have  an  important  role  in  promoting 
economic  development  within  their  borders.  Montana  is  one  state  that 
has  entered  this  field  reluctantly.  Currently  a  "Build  Montana  '  pro- 
gram is  under  way  which  recognizes  the  need  to  tap  the  state's  own 
research  expertise.  Each  of  Montana's  three  provincial  neighbors  have 
operational  provincial  research  councils  that  might  provide  interesting 
and  important  precedents  for  economic  development  research. 

ALBERTA  RESEARCH  COUNCIL 

The  Alberta  Research  Council  is  Canada's  oldest  provincial  research 
organization.  It  was  formed  as  a  Crown  Corporation  by  the  Alberta 
government  in  1921.  The  council  operates  under  the  Research  Council 
Act  with  a  mandate  to  "  .  .  .  advise  the  government  on  scientific  matters 
and  to  promote  responsible  economic  development  through  the  use  of 
science  and  technology.  "  The  council  has  set  several  specific  goals  in 
performing  scientific  work  for  the  benefit  of  Alberta's  society  and 
economy  in  general.  These  goals  are: 

•  provision  of  technical  services  to  public  and  private  sectors; 

•  development  of  useful  scientific  information  and  technology  for 
both  public  and  private  sectors; 

•  contribution  of  practical  experience  and  development  of  man- 
power to  ensure  indigenous  participation  in  establishment  of  new 
industries  in  Alberta,  and 

•  encouragement  of  the  transfer  of  technology,  particularly  to  the 
private  sector,  but  also  to  the  public  sector. 


The  Alberta  Research  Council  has  chosen  to  be  an  active  participant  in 
research  projects.  Instead  of  simply  advising  and  providing  minimal 
levels  of  service  to  government  and  private  agencies,  the  council  takes 
leadership  roles  on  many  projects,  promotes  new  concepts  and  pro- 
ducts, and  visibly  encourages  and  supports  economic  development 
through  its  500-person  staff.  The  council  selects  new  fields  of  science 
and  technology  and  avoids  already  mature,  well-established  ones, 
unless  an  area  is  essential  to  Alberta's  economy,  as  in  the  case  of 
agriculture. 

Originally  the  council's  work  was  financed  by  legislative  appropria- 
tion. By  the  late  seventies,  however,  the  council  was  undertaking  more 
contract  projects  and  financing  itself  with  money  from  them.  The 
Council's  budget  was  over  $9  million  in  1971.  Of  that  money,  85  per- 
cent came  from  legislative  grant  appropriations.  By  1982,  the  council 
budget  totalled  more  than  $25  million,  of  which  only  about  50  percent 
was  granted  by  the  provincial  government.  This  growth  in  funds  from 
sources  other  than  government  grants  was  a  result  of  an  increase  in  the 
number  of  government  agencies  and  private  industries  that  were  ar- 
ranging project  contracts  with  the  Research  Council. 

Work  has  been  done  for  such  agencies  as  the  Alberta  Oil  Lands 
Technology  and  Research  Authority  (AOSTRA),  Alberta  Energy  and 
Natural  Resources,  Alberta  Environment,  Transportation,  Agriculture 
and  Weather  Modification  Board,  Alberta/Canada  Energy  Resources 
Research  Fund,  and  Farming  of  the  Future.  The  Research  Council  also 
cooperates  and  communicates  closely  with  the  Petroleum  Recovery  In- 
stitute, Computer  Modelling  Group,  Coal  Mining  Research  Centre, 
Alberta  Environment  Centre,  Agriculture  Research  Council  Alberta, 
Forestry  Research  Trust,  Alberta  Agricultural  Research  Trust  and  the 
Crop  Research  Program. 

One  of  its  high  priorities  is  assisting  small  business.  In  Alberta,  97  per- 
cent of  all  manufacturing  firms  are  small  to  medium-sized.  Because  of 
their  size,  most  of  these  companies  cannot  operate  their  own  research 
labs  or  hire  scientists  and  engineers  to  do  testing.  Therefore,  these  firms 
may  have  difficulties  keeping  up  with  technological  advances  and 
technical  information  pertinent  to  their  business.  Some  larger  com- 
panies even  experience  these  problems,  and  often  need  to  call  on  out- 
side experts. 

BRITISH  COLUMBIA  RESEARCH  COUNCIL 

Founded  in  1944  by  a  group  of  businessmen, engineers,  professors  and 
others  interested  in  applied  research,  the  British  Columbia  Research 
Council  operates  independently  from  the  provincial  government.  It 
was  formed  to  apply  new  technology  to  industrial  development.  The 
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group  is  incorporated  under  the  Societies  Act  of  Canada  and  is  a  tax- 
exempt,  nonprofit  organization.  The  council  performs  its  worit  on  sites 
leased  from  the  University  of  British  Columbia  in  Vancouver. 

In  order  to  help  meet  the  council's  responsibility  of  transferring 
technology  to  industry,  a  development  company  was  set  up  in  1971. 
The  Research  Council  formed  Techwest  Enterprises  Limited  to  move 
research  products  (mostly  hardware)  from  British  Columbia  Research 
to  the  marketplace.  This  company  operates  as  a  separate  entity  from 
the  research  group  and  has  its  own  Board  of  Directors. 

The  British  Columbia  Research  Council  consists  of  senior  represen- 
tatives of  industry,  provincial  and  federal  governments,  and  private 
businesses.  The  original  founders  named  themselves  to  the  council; 
since  then,  the  existing  council  has  selected  its  successors.  The  society 
has  a  full-time  staff  of  165. 

The  council's  major  areas  of  study  and  application  change  with  the  ad- 
vances in  technology  in  various  areas.  For  example,  until  recently 
British  Columbia  Research  worked  heavily  on  pulp  and  paper  and 
forestry  products.  Now  the  big  pulp  and  paper  companies  have  their 
own  research  programs. 

The  biggest  areas  of  research  and  service  currently  are,  in  descending 
order  of  size: 

•  Energy  and  Alternative  Energy; 

•  Industrial  Chemistry; 

•  Fisheries  and  Food,  and 

•  Business  Assistance  and  Technological  Information. 

Extensive  research  is  also  underway  on  some  applied  biotechnical  proj- 
ects, specifically  fermentation  research  (converting  natural  gas  to  pro- 
tein and  improving  mushrooms  as  a  food  source)  and  tertiary  oil 
recovery  (changing  oil  consistency  for  easier  extraction  and  pressur- 
izing underground  oil  to  generate  natural  gas).  Projects  are  also  under- 
taken in  a  wide  range  of  study  areas  such  as  biology,  environmental 
studies,  coal  conversion,  electronics,  management  and  ocean  studies. 

The  council's  original  funding  came  from  the  provincial  government. 
By  the  1950s,  however,  contract  work  had  overtaken  grants  as  the 
council's  major  source  of  money.  During  the  1950s  and  1960s,  much  of 
this  contract  work  was  carried  on  outside  of  Canada.  Recently  the 
percentage  of  Canadian  clients  has  grown  so  that  the  majority  of  con- 
tracts (90  percent)  now  come  from  within  Canada  and  the  majority  of 
those  from  within  British  Columbia. 

Because  the  British  Columbia  Research  Council  was  not  created  by  the 
provincial  government,  it  has  no  set  mandate  to  research  in  any  specific 


fields  or  to  do  all  types  of  research.  Therefore  its  operations  change  as 
industry's  needs  change  and  as  its  contracts  change.  The  council  limits 
itself  to  applied  industrial  research  so  that  pure  research  must  be  done 
by  the  private  sector  and  universities.  The  provincial  government  is  at- 
tempting to  fill  the  gaps  left  by  British  Columbia  Research,  by  pro- 
moting its  "Discovery  Parks"  program. 

Under  the  Discovery  Parks  program  the  British  Columbia  government, 
through  its  Ministry  of  Universities,  Science  and  Communications, 
helps  develop  industrial  research  sites  in  cooperation  with  the  prov- 
ince's universities.  The  hope  is  that  pure  research  will  be  done  at  the 
universities  and  will  continue  to  be  developed  by  private  firms  (the 
Silicon  Valley  model). 

Discovery  Parks  have  been  planned  and  are  being  developed  at  several 
sites,  including;  the  University  of  Victoria;  the  University  of  British 
Columbia;  Simon  Fraser  University;  the  British  Columbia  Institute  of 
Technology;  MacMillan-Bloedel  Limited,  and  Microtel  Pacific 
Research  Limited. 

SASKATCHEWAN  RESEARCH  COUNCIL 

The  Saskatchewan  Research  Council  was  founded  in  1947  by  the  pro- 
vincial government  as  a  research  organization  acting  under  government 
control  in  scientific  and  technical  cooperation  with  the  universities. 
The  Lieutenant  Governor  has  the  power  to  appoint  a  maximum  of  18 
members  to  the  Research  Council,  including  at  least  three  from  the 
faculties  of  physical  sciences  and  engineering  at  the  University  of 
Saskatchewan.  The  duties  of  the  council  are  to  " .  .  .be  responsible  for 
considering  any  or  all  matters  pertaining  to  research  and  investigation 
in  the  fields  of  the  physical  sciences  as  they  affect  the  economy  of  the 
Province  of  Saskatchewan  and  such  particular  matters  as  may  be 
brought  to  their  attention  from  time  to  time  by  the  Lieutenant  Gover- 
nor in  Council." 

For  its  first  1 1  years,  the  council  did  not  have  its  own  facilities  or  staff. 
Research  was  carried  out  by  university  staff  and  students  in  the 
school's  laboratories.  Members  of  the  various  science  colleges  and 
departments  submitted  applications  for  grants  for  projects  that  had 
some  relevancy  to  the  provincial  economy.  A  technical  committee 
recommended  the  proposals  for  approval  by  the  Council.  Those  ap- 
proved received  grants-in-aid  from  the  provincial  government. 

The  council's  staff  is  now  about  250  strong.  These  people  work  through 
six  different  divisions:  Administration  Division;  Chemistry  and  Biology 
Division;  Engineering  Division;  Geology  Division;  Physics  Division, 
and  Industrial  Services  Division.  Each  has  20  to  50  staff  members. 
About  100  employees  are  actually  scientific  experts;  the  other  150  are 
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suppwrt  staff— technicians,  secretaries,  administrators.  The  council  also 
hires  several  students  during  the  year. 

The  majority  of  the  council's  staff  is  housed  in  the  Saskatchewan 
Research  Council  building,  built  in  1958  on  campus  on  about  30,000 
square  feet  of  the  University  of  Saskatchewan's  land.  Laboratories  for  a 
wide  range  of  studies  are  located  here,  from  a  pilot  plant,  to  a  machine 
shop,  precision  instrument  shop,  conference  room  and  offices.  Ninety 
percent  of  the  council's  facilities  are  found  on  the  campus.  The  rest  is 
scattered  throughout  the  city  of  Saskatoon. 

The  SEDCO  Centre  sits  adjacent  to  the  campus  and  houses  several  of 
the  Councils  research  programs  at  its  Innovation  Place:  Industrial  Ser- 
vices and  Civics  Division;  Biology  and  Environmental  Studies;  and  a 
graphics  lab.  The  university's  facilities  together  with  the  Innovation 
Place  comprise  the  largest,  most  varied  and  finest  research  and  devel- 
opment park  in  Western  Canada.  The  SEDCO  Centre's  largest  tenant  is 
the  research  division  of  the  Saskatchewan  Potash  Corporation.  North- 
ern Telecom  is  also  located  here. 

The  Innovation  Place  Research  Park  is  located  in  Saskatoon  and  man- 
aged under  the  Innovation  Place  Research  Park  Division  of  SEDCO. 
This  park  has  several  advanced,  high-technology  research  and  develop)- 
ment  programs  operating  within  it.  It  has  a  growing  reputation  as  one 
of  North  America's  major  research  centers. 

Originally,  funding  for  Research  Council  work  came  almost  exclusively 
in  the  form  of  grants  from  the  provincial  government.  As  the  organiza- 
tion grew  and  became  better  established  and  recognized  for  the  value  of 
its  work,  more  funding  began  to  come  from  private  industries  and 
government  agencies  to  do  specific  contract  work.  Federal  government 
organizations  such  as  "Enersearch,"  National  Research  Council, 
Agriculture  Canada,  Department  of  Agricultural  Engineering,  Sas- 
katchewan Agriculture  Department  of  Mineral  Resources  and  Depart- 
ment of  Health  and  Welfare  fund  and  contract  with  the  Saskatchewan 
Research  Council. 

In  1958,  all  of  the  council's  money  ($1.5  million)  came  from  a  provin- 
cial grant.  By  1972,  the  council  had  almost  ten  times  as  much  money, 
and  had  received  nearly  half  of  it  from  its  contract  work.  In  1982,  be- 
tween 35  and  40  percent  of  the  council's  funding  came  from  the  provin- 
cial government.  Private  industries,  various  provincial  and  federal 
government  departments  arrange  contracts  with  the  Research  Council. 
The  council  also  contracts  out  some  research  work  to  different  universi- 
ty departments  besides  awarding  them  grants. 


Research  studies  were  carried  out  in  four  areas  by  the  council  during 
1981: 

•  Agriculture  and  Agricultural  Processing,  including  biofuels 
research,  biotechnology,  quinoa  research,  energy  conservation, 
crop  residue  and  pesticide  spray  exposure. 

•  Environment,  including  environmental  impact  assessments, 
mitigation,  environmental  engineering  and  applied  climatology. 

•  Resources,  including  quaternary  geology,  uranium  deposit 
research,  groundwater,  aggregate  (sand  and  gravel)  resources  in- 
ventory, ceramic  research  and  spray-freeze  desalinization. 

•  Industrialization,  including  industrial  engineering,  residential 
energy  conservation,  transportation  engineering,  dust  control, 
uranium  mine  worker  exposure  and  industrial  hygiene. 

There  are  eight  provincial  research  councils  in  Canada.  They  have 
formed  an  association  of  research  council  directors,  which  meets  three 
or  four  times  formally  each  year.  Its  members  contact  each  other 
regularly  to  exchange  information  and  discuss  problems,  and  also  meet 
annually  with  National  Research  Council  representatives. 

Besides  the  special  research  programs  and  projects,  the  Research  Coun- 
cil offers  some  additional  services:  chemical  and  geochemical  analysis; 
radiocarbon  dating;  x-ray  diffraction  analysis;  sedimentary  analysis 
facility;  electronic  design  and  servicing;  precision  machinery;  engineer- 
ing workshops;  graphics  and  cartography,  and  SRC  Information  Cen- 
tre. 
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MONTANA  CANADA  ISSUES 

CONTEXTS 

The  character  and  intensity  of  Montana-Canada  relations  are  deter- 
mined by  a  number  of  interrelated  factors,  including  geography, 
population,  regional  economy,  national  politics,  and  international  trade 
policy.  Understanding  what  impacts  decisions  made  in  Canada  can 
have  on  Montana  |and  vice  versa)  requires  an  awareness  of  the  contexts 
within  which  state-provincial  and  informal  cross-border  interactions 
take  place. 

One  such  context  is  the  broad  and  historic  relationship  between  the 
United  States  and  Canada.  The  generally  amicable  relations  the  U.S. 
and  Canada  have  enjoyed  since  the  turn  of  the  century  have,  for  exam- 
ple, so  deeply  colored  perceptions  of  Canada  that  Americans  frequently 
need  to  be  reminded  of  their  nearest  neighbor's  genuine  independence 
and  political  sovereignty.  Without  such  reminders,  independent  deci- 
sions by  Canadian  leaders  may  be  judged  in  Montana  as  discriminatory 
or  insulting. 

Another  context  is  the  global  economy  and  the  institutional  framework 
that  attempts  to  govern  world  trade.  Both  countries  are  party  to  the 
General  Agreement  on  Trade  and  Tariffs,  and  hence  are  jointly  bound 
to  adhere  to  certain  rules  regarding  tariff  rate  reduction,  the  dumping 
of  commodities  in  foreign  markets,  the  imposition  of  countervailing 
duties  and  other  mechanisms  of  international  trade.  Changes  in  the 
world  price  for  oil  can  have  dramatic  effects  on  the  economies  of  the 
United  States  and  Canada.  A  significant  price  drop  can  wreak  havoc 
with  government  budgets  since  much  of  the  Western  provinces'  finan- 
cial wealth  and  a  large  proportion  of  Montana's  revenues  are  derived 
from  taxes  and  royalties  on  oil  and  other  natural  resources.  This  is 
especially  true  in  oil-rich  Alberta,  which  in  1982  suffered  a  rapid  up- 
surge in  unemployment  and  large  deficits  ($2  billion)  due  to  a  precip- 
itous drop  in  OPEC  prices. 


Fiscal  measures  adopted  by  federal  authorities  in  either  country  can 
seriously  affect  traffic  flows  across  the  Montana-Canada  border.  A 
recently  suggested  reduction  in  customs  and  immigration  personnel 
along  the  northern  U.S.  border,  for  example,  would  force  many  people 
to  drive  themselves  and  their  cargoes  hundreds  of  extra  miles  in  order 
to  legally  cross  the  border  where  customs  stations  are  located.  A  direct 
effect  on  Montana  came  with  Canada's  National  Energy  Program  in 
1980,  which  drove  more  than  a  hundred  drilling  rigs  across  the  border 
from  Alberta  in  search  of  a  more  lucrative  investment  climate.  Many 
settled  in  Montana,  thereby  injecting  unexpected  (and  in  some  respects 
unwelcome)  competition  in  the  state's  energy  resource  sector. 

Other  examples  of  external  actions  affecting  Montana-Canada  relations 
include  Canada's  National  Energy  Board  decisions  on  natural  gas  ex- 
ports, the  investigatory  and  environmental  monitoring  activities  of  the 
International  Joint  Commission,  and  domestic  content  legislation  now 
being  considered  in  the  U.S.  Congress.  Finally,  the  Western  provinces 
and  Western  states  are  subject  to  "fallout"  from  bilateral  disputes  that 
may  not  involve  border  relations  per  se,  but  nevertheless  alter  general 
perceptions  of  U.S. -Canadian  relations.  The  acid  rain  controversy  has, 
for  example,  significantly  eroded  the  level  of  confidence  many  people 
have  in  their  neighboring  government's  willingness  and  ability  to  reach 
compromise  on  an  important  issue. 

More  permanent  than  the  federal  policies  and  international 
mechanisms  that  have  local  impacts  are  the  basic  differences  between  a 
state  and  a  province.  British  Columbia,  Alberta,  and  Saskatchewan  all 
have  larger  populations  and  a  greater  scope  of  governmental  powers 
than  Montana.  The  provinces  have  constitutional  authority  over  their 
respective  natural  resources,  whereas  Montana's  right  to  encourage  or 
constrain  resource  development  is  subject  to  federal  legislative  and  ad- 
ministrative challenges  and  intervention  and  subsequent  court  deci- 
sions. 

An  equalizing  factor— one  that  helps  to  foster  a  sense  of  regional 
solidarity  among  the  Western  provinces  and  border  states— is  that  Mon- 
tana and  its  neighbors  sometimes  encounter  similar  federal  reserva- 
tions toward  state-provincial  interaction  outside  the  purview  of  the 
U.S.  State  Department  and  its  counterpart  Department  of  External  Af- 
fairs in  Canada.  Both  Ottawa  and  Washington  possess  exclusive  powers 
over  the  formulation  and  conduct  of  foreign  policy,  and  substantive 
agreements  between  individual  states  and  provinces  generally  cause 
some  consternation  at  the  federal  level.  While  there  are  numerous  in- 
formal and  issue-specific  agreements  between  bordering  states  and 
provinces,  there  is  no  general  treaty  in  force  to  govern  transnational  ac- 
tivity in  North  America.  Therefore,  shifts  in  government  policy  and  ad 
hoc    arrangements    occur     quite     frequently     in     the     context    of 
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U.S. -Canadian  relations.  The  fluid  but  nonetheless  consistently  friend- 
ly relationship  between  the  two  countries  makes  for  a  rather  com- 
plicated policy  environment,  and  Montana's  relations  with  Canada  en- 
tail wide-ranging  opportunities  for  cooperation  as  well  as  for  competi- 
tion and  potential  conflict. 


AREAS  of  COOPERATION 

Montana's  geographical  contiguity  with  the  southern  sections  of  the 
three  bordering  provinces  naturally  invites  cooperation  in  such  things 
as  forest  fire  control,  law  enforcement  and  tourism  promotion.  When 
the  closest  hospital  and  other  emergency  services  are  on  the  other  side 
of  the  49th  Parallel,  for  example,  harmonization  of  border  station  siting 
and  procedures  serves  the  needs  of  citizens  in  both  countries.  Cultural 
likenesses  and  the  absence  of  a  language  barrier  in  the  West  also 
facilitate  cross-border  cooperation.  Ecological  factors  such  as  fresh- 
water drainage  systems,  wildlife  migration  patterns,  common  airsheds 
and  the  environmental  impacts  of  various  economic  activities  create  a 
strong  and  obvious  rationale  for  information  sharing  as  well  as  joint 
research  and  monitoring  efforts.  Telecommunications  is  a  fertile  area 
for  information  sharing  in  the  future. 


Seasonal  personnel  exchanges  and  the  use  of  common  radio  frequen- 
cies for  emergency  communications  in  Waterton/Glacier  International 
Peace  Park  are  examples  of  federal-level  cooperation  within  state- 
provincial  boundaries.  The  international  border  is  hence  in  many  ways 
an  abstraction  that  should  not— and  often  does  not— obstruct  or  inter- 
fere with  a  commonsense  approach  to  human  needs,  public  conven- 
ience, and  the  paramountcy  of  nature. 

More  specific  areas  of  prospective  cooperation  are  listed  below. 

Agriculture 

Research  and  marketing  activites  concerning  beef  cattle  and  meat  by- 
products could  be  better  coordinated  under  the  auspices  of  the  Western 
Association  of  State  Departments  of  Agriculture  |WASDA),  of  which 
Alberta  and  Montana  are  both  members. 

Montana  could  learn  from  the  experience  of  British  Columbia  in 
farmland  preservation  policy  and  Saskatchewan  in  the  concept  of  land 
banking.  Like  Montana,  Alberta  and  Saskatchewan  have  areas  afflicted 
with  adverse  soil  conditions  such  as  saline  seep.  Effective  work  on 
these  problems  should  involve  scientists  and  government  officials  on 
both  sides  of  the  border. 

Water  shortage  in  the  Milk  River  basin  is  an  important  problem  and 
proposed  solutions  may  invite  local  controversy.  Under  certain  cir- 
cumstances the  issue  could  even  have  international  consequences. 
Alberta's  plan  to  impound  its  apportioned  share  of  the  Milk  could 
worsen  the  shortage  in  Montana.  The  state's  plan  to  divert  the  Marias 
River  into  the  Milk  could  release  trash  fish  into  Canadian  waters  and 
thus  endanger  important  fisheries  in  the  Hudson  Bay  drainage. 
Trepidation  about  another  long  and  costly  border  water  impasse— like 
the  Garrison  Diversion,  the  Poplar  River  project,  and  Cabin  Creek— is  a 
good  reason  for  including  Alberta  in  any  study  of  Milk  River  water 
shortages.  Neither  Alberta  nor  Montana  needs  this  sort  of  distraction  in 
facing  the  common  challenge  of  economic  recovery.  Working  through  a 
joint  task  group.  Alberta  might  be  persuaded  to  build  its  impoundment 
to  store  water  for  Montana  irrigators  and  other  users  as  well.  An  inter- 
national agreement  on  the  Milk  would  also  provide  a  strong  signal  that 
a  state  and  a  province  can  themselves  manage  the  affairs  along  their 
common  border. 

Tourism 

Alberta  and  Montana  have  similar  geographical  attractions  and  tend  to 
be  competitors  in  the  travel  industry,  particularly  in  domestic  (U.S.  and 
Canadian)  markets.  Several  Montana  locations— Kalispell  and 
Whitefish,  for  example— receive  a  significant  portion  of  their  tourist 
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revenues  from  Canadians,  despite  a  disadvantageous  currency  ex- 
change rate.  Alberta  draws  most  of  its  U.S.  visitors  from  states  further 
from  Canada  than  Montana.  A  cooperative  agreement  to  engage  in  joint 
promotion  and  marlteting  could  enlarge  the  region's  share  of  foreign 
visitors,  especially  from  Japan  and  Western  Europe.  Efforts  similar  to 
those  of  Alaska  and  the  Yukon  and  the  "two-nation  vacation  "  theme 
are  under  consideration  on  an  informal  basis.  In  addition,  Calgary's 
proximity  to  ski  areas  and  other  resort  facilities  in  northwestern  Mon- 
tana could  ensure  a  heavy  influx  of  foreign  and  domestic  visitors  during 
the  1988  Winter  Olympics  so  long  as  adequate  and  competitively  priced 
transportation  alternatives  to  direct  flights  are  developed. 

British  Columbia,  owing  to  its  rugged  interior  terrain,  the  relative  short- 
ness of  a  common  border,  and  the  dearth  of  transportation  links,  draws 
fewer  visits  by  tourists  from  or  via  Montana.  The  state  could,  however, 
serve  as  a  gateway  for  American  visitors  who  will  travel  by  land  to 
Expo  86  in  Vancouver.  In  1986,  British  Columbians  will  mark  the 
centenary  of  the  arrival  of  the  first  transcontinental  train  to  the  Pacific 
Coast.  The  City  of  Vancouver  will  celebrate  its  100th  birthday,  and  in 
recognition  of  these  historic  events,  an  international  exposition  on 
transportation  and  communication  will  open  in  May.  It  will  be  the  first 
exhibition  of  its  kind  held  outside  Europe.  Fourteen  countries  are 
already  on  the  participants  roster. 

There  is  little  existing  relationship  between  Montana  and  Saskatch- 
ewan in  the  tourism  field,  although  people  living  in  eastern  Montana 
sometimes  journey  to  Regina  for  cultural  events  and  many  residents  of 
Saskatchewan  frequently  visit  nearby  Montana  towns  such  as  Plenty- 
wood.  Some  potential  exists  both  for  competition  and  for  coordination 
in  attracting  Japanese  and  European  travelers. 

Energy 

There  is  a  possibility  that  Canada  will  export  large  amounts  of  surplus 
electricity  to  several  of  the  Western  and  Southwestern  states  in  the  next 
decade.  A  tie-in  with  Western  Canada's  electricity  grid  would  entail  the 
extension  of  power  lines  from  hydro  facilities  and  thermal  power  plants 
in  Alberta.  Such  actions  would  require  state-provincial  as  well  as  inter- 
national cooperation  to  avoid  environmental  problems  and  to  work  out 
power  delivery  systems  with  electrical  plants  already  in  existence. 

Canadian  decisons  on  natured  gas  export  policy  and  pricing  could  have 
marked  effects  on  the  supply  and  cost  of  gas  to  Montana  customers. 
The  Montana  Power  Company  has  reduced  its  intake  of  Canadian  gas 
in  recent  years,  but  a  substantial  border  price  reduction  and  long-term 
supply  guarantees  may  stimulate  renewed  interest  in  gas  imports.  B.C. 
exports  of  natural  gas  to  the  Pacific  Northwest  also  have  indirect  effects 


on  regional  electricity  demand  and  hence  on  Montana  consumers.  In- 
formation sharing  between  state  and  provincial  governments  as  well  as 
among  utilities,  producers  and  pipeline  companies  should  help  to 
reduce  the  uncertainty  surrounding  energy  supply  questions  and  keep 
costs  down. 

Joint  research  and  development  of  alternative  sources  of  energy  and 
improved  coal  utilization  could  benefit  the  entire  region  by  reducing 
long-term  energy  costs  and  degradation  of  the  environment  while  at  the 
same  time  enhancing  the  marketabihty  of  coal  resources  and  energy 

technology. 

Communications 

Montana  already  receives  some  radio  and  television  broadcasts  from 
Canada.  Great  Falls  viewers  recently  indicated  their  preference  for 
continuing  the  cable  television  link  with  a  Lethbridge,  Alberta,  station 
in  a  poll  taken  by  a  cable  TV  firm.  There  is  room  in  the  region  for 
greater  overlap  in  broadcast  services  and  programming.  Elsewhere  in 
Canada  and  the  United  States  border  broadcasting  is  a  highly  conten- 
tious issue,  the  capture  of  advertising  revenue  and  cultural  protection 
regulations  being  important  items  of  conflict.  Here  in  the  West,  the 
possible  use  of  Canadian  satellites  and  the  import  of  Telidon  two-way 
television  communications  technology  could  prove  enormously  useful 
in  the  delivery  of  educational  programming. 


COMPETITIVE  RELATIONSHIPS 

Montana  shares  with  its  northern  neighbors  an  economy  heavily 
dependent  on  natural  resource  development  and  raw  material  exports. 
The  forest  products  industry  is  British  Columbia's  largest,  and  Cana- 
dian lumber  and  other  wood  products  compete  directly  with  Montana 
resources  in  supplying  the  U.S.  housing  market,  as  well  as  filling 
Japanese  demand  for  saw  logs  and  paper.  B.C.  also  has  a  well- 
developed  mining  sector  and  plans  to  export  huge  quantities  of  coal  to 
East  Asia.  Alberta  is  Canada's  major  supplier  of  oil  and  gas.  The  prov- 
ince also  produces  coal  and  a  sizeable  proportion  of  Canada's  livestock. 
Saskatchewan  and  Alberta  together  are  responsible  for  the  bulk  of 
Canada's  enormous  annual  wheat  harvest.  Thus  Montana's  foremost 
income-generating  resources— wheat,  coal,  oil,  and  timber— are  the 
same  staples  upon  which  the  Western  Canadian  economy  is  based.  In 
the  coal,  wheat  and  timber  export  business,  Montana  competes  with 
some  of  the  world's  most  richly  endowed  subnational  trading  units. 

To  maximize  Montana's  competitiveness  in  overseas  trade,  the  state's 
producers  should  have  ready  access  to  detailed  information  regarding 
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Canadian  national  and  provincial  programs  aimed  at  expanding  ex- 
ports. Both  levels  of  government  provide  substantial  marketing  and 
financial  assistance  to  Canadian  firms  v^rishing  to  export  their  products. 
The  large  commitment  of  the  B.C.  government  to  boost  coal  exports  to 
the  Pacific  Rim,  for  example,  will  significantly  affect  Western  U.S.  and 
Montana  coal  export  potentials.  British  Columbia  expects  to  overtake 
total  U.S.  coal  exports  to  Japan  by  1985.  The  Canadian  Wheat  Board 
decided  to  expand  wheat  production  in  the  prairie  regions  adjacent  to 
Montana,  primarily  for  export.  This  policy  contrasts  with  the  U.S.  deci- 
sion to  encourage  farmers  to  take  wheat-growing  land  out  of  production 
in  exchange  for  shares  of  grain  inventories  (the  PIK  program),  and  there 
is  concern  that  Canadian  actions  may  result  in  continued  depressed 
wheat  prices  on  the  international  market.  Mining  operations  in  Canada 
also  affect  the  pace  and  profitability  of  mining  in  Montana. 

Economic  development  in  the  Western  provinces  generally  will  alter, 
for  better  or  worse,  Montana's  own  development  agenda.  The  U.S. 
West  has  been  targeted  as  a  prime  market  for  Alberta's  pork,  cheese, 
livestock,  pasta,  and  canola  oil.  Further  construction  of  oil  and  gas 
pipelines  connecting  Alaskan  and  northern  Canadian  fields  with  the 
U.S.  and  Eastern  Canada  will  require  a  large  workforce  and  a  wide 
range  of  machinery  and  specialized  services;  the  proposed  Northern 
Tier  pipeline  or  similar  pipeline  schemes  would  mean  jobs  for  Mon- 
tanans,  the  more  likely  resumption  of  the  trans-Canada  pipeline  would 
not.  Federal-level  decisions  on  the  issuance  of  trans-border  trucking 
licenses  could  immediately  affect  freight  transport  companies  on  both 
sides  of  the  49th  Parallel. 

In  a  sense,  Montana's  competitive  relationship  with  its  bordering  prov- 
inces resembles  somewhat  the  situation  Canada  as  a  whole  faces  with 
the  United  States.  Our  northern  neighbors  comprise  a  larger,  more 
powerful,  more  populous  and  financially  better-equipped  trading  enti- 
ty with  established  contacts  and  interests  in  overseas  markets  and 
large-scale  commitments  of  human  and  economic  resources  to  expand- 
ing exports  and  accelerating  economic  growth.  The  provinces  together 
are  at  least  ten  times  "stronger"  than  the  state  of  Montana  in  some  very 
important  respects  (Montana's  connection  with  the  rest  of  the  U.S.  not- 
withstanding), and  it  is  incumbent  upon  state  officials  to  be  well- 
informed  about  Western  Canadian  public  policy  and  business  activity. 

REAL  and  POTENTIAL  CONFLICTS 

Much  of  the  area  that  borders  Montana  is  considered  ripe  for  develop- 
ment; it  is  Canada's  southwest— its  "Sunbelt"— and  while  not  so  prom- 
ising geologically  as  the  far  north,  the  region  is  much  more  suitable  for 
long-term  habitation  and  settlement.  In  contrast,  the  Pacific  Northwest 
region  of  the  United  States,  including  the  northwest  section  of  Mon- 


tana, is  generally  regarded  as  one  of  the  country's  most  pristine  and 
protected  areas.  On  the  U.S.  side  of  the  border,  there  is  greater  interest 
in  and  effort  toward  preserving  the  integrity  of  the  regional  environ- 
ment than  in  furthering  commercial  development.  At  least  for  the  pres- 
ent, rapid  growth  in  the  area  is  neither  expected  or  desirable  from  the 
Montana  point  of  view.  This  general  absence  of  a  complementary  per- 
spective on  growth  and  development  in  border  zones,  combined  with 
weather  patterns  and  the  nature  of  the  northern  Rockies  and  plains 
topography,  promises  to  produce  a  growing  number  of  conflicts  involv- 
ing the  impacts  of  Canadian  development  on  adjacent  communities  in 
Montana. 

Despite  Canada's  stronger  interest  in  developing  resources  near  the 
border,  there  are  and  will  be  ample  opportunities  for  Montana-based 
activities  to  have  negative  effects  on  Canada.  Proposed  water  diversion 
schemes  could,  for  example,  cause  serious  environmental  problems  in 
Alberta  by  introducing  foreign  species  into  the  Hudson  Bay  drainage 
(see  the  aforementioned  need  for  cooperation  on  the  Milk  River).  Ex- 
tensive irrigation  in  southern  Alberta  uses  water  of  several  cross- 
boundary  watercourses,  including  the  Milk  River.  Allocation  of  these 
waters  is  set  by  the  Boundary  Waters  Treaty  and  subsequent  agree- 
ments. As  Alberta  proceeds  (legally)  with  expanded  irrigation,  the 
potential  increases  for  confrontation  with  Montana  users  of  those  same 
rivers. 

Montana  and  British  Columbia  share  a  common  border  that  extends 
through  important  wildlife  habitat  and  river  ecosystems.  Cooperation 
among  the  corresponding  fish  and  wildlife  departments  is  essential  for 
proper  resource  management.  The  Cabin  Creek  coal  mine  issue  is  cur- 
rently the  major  flare  point  in  relations  between  Montana  and  British 
Columbia.  Montana  is  in  a  sense  caught  in  the  growth  versus  environ- 
mental protection  controversy  that  on  a  more  general  level  pervades 
British  Columbia  politics.  The  proposed  mine  is  not  a  major  environ- 
mental issue  in  B.C.,  however,  and  the  project's  future  probably  hinges 
on  market  conditions  for  coal  exports  to  the  Pacific  Rim  countries.  In 
any  event,  increased  communication  among  state  and  provincial 
authorities,  as  allowed  for  in  the  newly  created  Flathead  Basin  Com- 
mission in  Montana,  will  be  necessary  to  avoid  or  mitigate  future  con- 
flicts in  the  same  general  area. 

The  Poplar  River  power  plant  has  been  the  focal  point  of  Montana- 
Saskatchewan  relations,  and  confrontation  may  occur  again  if  and 
when  additional  power  plants  are  built  (with  downstream  effects).  The 
Saskatchewan  Power  Company  is  monitoring  air  and  water  quality  at 
its  Poplar  I  power  station  and  mine,  and  is  making  the  data  available  to 
Canadian  and  American  agencies  under  a  bilateral  agreement.  Possibil- 
ities exist  for  further  information  exchanges  on  such  environmental 
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concerns  as  power  transmission  line  impacts  and  strip  mine  reclama- 
tion practices,  and  this  itind  of  preventive  action  is  necessary  if  costly 
disputes  are  to  be  avoided  in  the  future. 

Other  potential  irritants  along  the  border  include  the  additional  migra- 
tion to  Montana  of  Canadian  drilling  rigs,  the  heavy  concentration  of 
Canadian  real  estate  investments  in  Montana's  northwest  corner,  in- 
creased spillover  from  national  conflicts  (including  defense-related 
issues),  the  possible  incidence  of  acid  rain  in  Montana  resulting  from 
Alberta's  further  industrialization  and  the  possible  diversion  by  British 
Columbia  of  the  Kootenai  River  into  the  Columbia  River. 


12.  Investigation  of  a  possible  North  American  Treaty  or  other 
Canadian-American  agreements  being  signed  at  the  Glacier/Waterton 
International  Peace  Park. 

13.  Examination  of  ways  in  which  state  goverrmient  may  develop  a 
permanent  Canadian  relations  liaison. 

14.  Exploration  of  scientific  and  cultural  exchanges  with  the  Western 
provinces. 

15.  Pursuit  of  regular  communication  between  organizations  of  the 
western  states  and  western  provinces. 


AREAS  for  FURTHER  STUDY 

1.  In-depth  analysis  of  public  sector  initiatives  in  economic  develop- 
ment, including  the  operations  of  provincial  Crown  Corporations. 

2.  Overview  of  research  and  development  programs  and  high 
technology  centers  in  the  Western  provinces  and  their  impacts  on  state 
and  regional  development. 

3.  Exploration  of  joint  marketing  possibilities  and  arrangements  for 
coal  and  wheat  or  other  mineral/agricultural  products. 

4.  Development  of  regular  educational  exchanges  with  a  view  toward 
creating  an  educational  broadcasting  capacity  in  Montana  utilizing 
Canadian  satellite  and  videotex  technology. 

5.  Analysis  of  state  and  provincial  water  issues  and  their  interconnec- 
tions (e.g.  irrigation,  pollution,  slurry  proposals,  inter-basin  transfers). 

6.  Continuing  review  of  natural  gas  exports  to  Montana  and  the 
Western  region. 

7.  Review  of  transportation  linkages  among  Montana  and  the  border 
provinces  including  rail  facilities  and  airline  services. 

8.  Inventory  of  reciprocity  agreements  among  the  state  and  the  prov- 
inces and  recommendations  for  additional  agreements. 

9.  Further  discussion  and  joint  activities  concerning  the  Calgary  Olym- 
pics (1988)  and  related  opportunities  for  increased  tourism. 

10.  Exploration  of  increased  trade  opportunities  between  Montana  and 
the  provinces. 

11.  On-going  analysis  of  electricity  exchanges  along  the  U.S.-Canadian 
border  and  the  feasibility  of  increased  imports  of  electrical  power  from 
Canada  to  the  Pacific  Northwest. 


Montana-Canada  Agreements 

Nearly  ten  years  ago  a  systematic  study  was  made  of  the  interactions 
which  take  place  among  the  states  and  the  provinces  for  the  U.S.  De- 
partment of  State.  Several  dozen  interactions  between  Montana  and 
counterpart  agencies  in  the  three  neighboring  provinces  were  identified 
in  agriculture,  commerce  and  industry,  education,  energy,  environ- 
mental protection,  natural  resources,  public  safety  and  transportation. 
Perhaps  only  one-third  of  these  interactions  were  documented  and 
nearly  all  were  classified  as  informal  "arrangements"  or  "understand- 
ings' '  as  opposed  to  ' '  agreements. ' '  Almost  none  of  the  arrangements  or 
understandings  could  be  dated. 

Most  of  the  interactions  involved  attendance  at  conferences,  exchanges 
of  information  and  research,  coordination  of  staff  efforts  and  similar  in- 
formal exchanges.  Some  mutual  or  concurrent  regulations  were  found 
to  be  in  force,  however,  in  such  areas  as  forest  fire  control,  drilling  of 
wells  near  the  border,  fee  waivers  or  reciprocity  agreements,  law  en- 
forcement, plant  diseases  and  public  health.  There  are  major  bilateral 
agreements  between  the  two  countries  which  affect  Montana  in  trans- 
boundary  pollution,  satellite  services,  social  security  and  taxes. 

A  survey  of  Montana  agencies  performed  by  institute  staff  during  the 
summer  of  1982  shows  that  very  little  has  changed  in  the  nature  and 
frequency  of  these  interactions.  These  informal  contacts,  for  the  most 
part,  seem  to  be  intermittent  and  irregular.  Most  contacts  occur  only 
when  problems  arise  or  when  help  is  needed,  in  the  course  of  each 
department' s  regular  activities.  Employees  who  are  in  contact  with 
Canadians  do  so  in  addition  to  their  regular  activities.  No  department 
has  a  specific  person  assigned  to  deal  with  Canadian  issues.  Most  ties 
with  Canada  remain  informal.  Officials  generally  commented  that 
working  relations  should  be  kept  at  a  provincial-state  level  rather  than 
bringing  in  the  federal  governments. 
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Recently,  Montana  has  entered  into  agreement  with  Alberta  for  ex- 
change of  research  information  on  saline  seep.  Montana  and  B.C.  have 
developed  successful  information  exchanges  on  the  Cabin  Creek  issue. 
Agreements  concerning  joint  tourism  marketing  activities  and  possibly 
water  storage  and  apportionment  are  expected  to  be  negotiated  be- 
tween the  state  and  Alberta  in  the  near  future. 

Two  things  stand  out:  (1)  more  research  is  necessary  to  identify  and 
document  systematically  the  interactions  between  Montana  and  the 
provinces;  (2)  a  more  formal  conduit  for  enabling  cross-  border  interac- 
tions ought  to  be  considered. 
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Books  about  Canada  are  supposed  to  say  something  about  hockey. 
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Attributions 

Most  of  the  information  conveyed  in  this  handbook  is  in  the  public  do- 
main, largely  consisting  of  government  reports.  Most  of  the  analysis 
contained  is  original  with  the  authors.  No  attempt  is  made,  therefore,  to 
footnote  the  extensive  sources  that  have  been  used  to  compile  this 
document. 

The  following  references  are  selective  and  identify  sources  of  further 
interest  to  the  leader.  These  have  been  included  either  because  they  are 
good  sources  on  a  broad  number  of  points  or  because  they  are  definitive 
works  in  a  particular  area. 

Most  of  the  references  apply  to  Part  I,  the  Primer.  Part  II  is  drawn  from 
a  tedious  list  of  government  documents  and  Part  III  is  largely  original 
material. 
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